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-... INTO THE NEW YEAR 


A short list of critical statistics for early 1958 


a general downturn in business conditions ap- 

pears to have taken shape rapidly in the late 
months of 1957, and 1958 has begun on a note of broad 
decline. 

Depending on the date selected for the peak, the rate 
of decline has been a little slower than, or approximately 
the same as, in the early stages of the 1953-1954 reces- 
sion. (From August to December, industrial activity, as 
measured by the Federal Reserve index, evidently fell 
5%-6%, as compared to 7%-8% in the same months of 
1953.) In late 1957, as in late 1953, the decline was more 
rapid in durables industries than in nondurables, but it 
was widespread in both sectors. Between September and 
November, virtually every major component of the 
index that is available on a seasonally adjusted basis 
showed a decline. 


| QO: THE BASIS of statistics available at year end 


Some of the Figures 


From August to November, total nonagricultural 
employment, after seasonal adjustment, fell at an 
average rate of 200,000 per month, with roughly two 
thirds of the decline in manufacturing industries and 
one third in nonmanufacturing (chiefly in transporta- 
tion and trade). The rate of decline was somewhat faster 
than in the same months of 1953, mainly because non- 
manufacturing employment then held firm. 

By late in the year, factory-worker employment in 
all the eleven categories of durable goods for which 
separate figures are available showed declines from their 
midsummer levels; and without exception employment 
in all eleven industries was below year-ago figures. In 
soft-goods lines, the numbers employed in food, tobacco, 
textiles and chemicals were below midsummer levels, 
and also below levels prevailing in late 1956; in the 
remaining industries—paper, printing and publishing, 
petroleum, coal and rubber—it was approximately 
stable, but even here factory hours worked declined. 

Production and employment figures thus make it 
abundantly clear that national output is now in a sig- 
nificant downtrend. But it is not yet at all clear what the 
consequences of the decline will be, in terms of the 
general balance of supply and demand prevailing in the 
national market. As production declines, incomes avail- 
able for taking goods off the market also decline. With 
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the downward trends in personal and corporate incomes 
that have already appeared in the national statistics, 
one can hardly rule out the possibility that end-product 
consumption rates will be significantly affected. The 
statistics on both capital spending for plant and equip- 
ment and personal spending for goods and services 
indicate that these consumption rates have already been 
moderately affected. 

Until some more reliable evidence on the question of 
consequences appears, forecasts for later 1958 must be 
treated as speculative and intuitive. In this relatively 
early stage of decline, the analyst is faced with extreme 
difficulties if he wishes to arrive at not just a statistical 
guess about the future, but a reasoned explanation of 
what is happening. For he is faced, at the moment, with 
measuring the differential between two rates of change. 
Is production now declining faster than consumption? 
as fast as consumption? not so fast as consumption? 
As usual in forecasting, the more important the ques- 
tion, the tougher it is to answer. 


Eyes on Inventories 


If the decline in output is now moving more rapidly 
than the decline in consumption, the business system 
can be expected to enter into substantial inventory 
liquidation, and thereby to begin to build a base for an 
early recovery. From the point of view of the analyst, 
a sharply negative level of “change in business inven- 
tories” in the gross national product in the fourth 
quarter of 1957 and the first quarter of 1958 would be, 
while certainly not a conclusive sign of early recovery, 
at least a hopeful sign indeed. 

On the other hand, given the current rate of decline in 
output, failure to enter into substantial inventory 
liquidation would mean that consumption is falling 
almost as rapidly as production, and that we will have 
to look beyond inventory itself for any new support for 
the business trend in 1958. For the moment, therefore, 
the figures on business inventories, while they had little 
to do with causing the current decline, may be revealing 
as to its depth and duration. 

Unfortunately, inventory statistics lag well behind 
the fact, and their trend is notoriously difficult to esti- 
mate by intuition. It will be many months before the 
available information on inventory will disclose whether 
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the current and prospective curtailment of industrial 
output is yielding a healthy paring of shelf stocks. (The 
fourth-quarter GNP figure for “change in business in- 
ventories”’ will not be available in final form until mid- 
February; a preliminary figure prepared by the Council 
of Economic Advisers will appear in late January.) 

By the same token, inventory figures for the fourth 
quarter will do much to confirm or rebut the frequently 
drawn parallel between the current adjustment and the 
recession of 1953-1954. By the fourth quarter of 1953, 
inventory was draining out of the business system at an 
annual rate of over $5 billion; the swing in inventory 
demand from the second quarter of 1953 to the last 
quarter amounted to $8 billion. A swing in the inventory 
trend even approximating the experience of late 1953 
would give the present adjustment a much stronger 
family resemblance to earlier postwar recessions than 
is now seen by many experienced observers. It might be 
added that this reasoning is not unknown to the harried 
and gloomy denizens of lower Manhattan. Good evi- 
dence of substantial inventory liquidation would be 
very bullish for stock prices. 


On Capital Spending 


If any further evidence were needed that spending 
for new plant and equipment is now in a state of general 
decline, the new Commerce Department survey, re- 
leased in December, should put all doubt to rest. Ac- 
cording to the Department’s current figures, plant and 
equipment outlays (that is, deliveries) rose slightly in 
the first and second quarters of 1957, and somewhat 
more sharply in the third quarter. Preliminary estimates 
for the fourth quarter show a small decline, and the 
anticipated spending rate in the first quarter of 1958 is 
indicated to be sharply lower. The rate of decline in 
early 1958 will apparently bring the quarterly plant and 
equipment spending rate back to mid-1956 levels. 

The anticipations on which the forecast of capital 
goods spending in early 1958 is based were collected in 
late October and November. At the beginning of 1958, 
they will thus be, on average, about seven weeks old. In 
this seven-week interval, the evidence of decline in 
business conditions has grown considerably more im- 
pressive. It would therefore not be surprising if actual 
spending in the first quarter of 1958 were to fall some- 
what below the anticipated spending rate.! 

The downtrend indicated in the presently available 

1Tn all fairness to the laws of probability, it should be added that 
this reasoning apparently did not work when applied to the late 
quarters of 1957. A possible explanation for the upward drift of actual 
figures over anticipated figures for these quarters may be the sudden 
abundance of certain capital goods, such as oil-country equipment— 
whose supply had been restricted as late as mid-1957, and accelerated 
delivery of public utility equipment, also made possible by sudden 


improvement in supply. The bulk of the upward revision in the third 
quarter appeared in deliveries to public utilities 


forecast for early 1958 is also broadly based. All seven 
of the industrial classifications for which separate sea- 
sonally adjusted spending rates are available show de- 
clines from late 1957, with particularly sharp drops in 
manufacturing and in nonrail transportation. 

The envisioned decline in the rate of capital goods 
deliveries has recently been foreshadowed in capital 
goods production rates. As of November, machinery 
output was clearly among the more seriously affected 
components of industrial activity. Similarly, transporta- 
tion equipment, exclusive of automobiles, has also been 
in a pronounced production decline. 

These declines in production have themselves been 
foreshadowed for several months by declining ordering 
rates for capital goods. In September and October, new 
orders for machinery were sharply below levels prevail- 
ing in late 1956, even on a current dollar basis—and 
prices had risen considerably in the interval. After hav- 
ing declined in the first of 1957, new orders for machine 
tools—a small, but significant component of total ma- 
chinery orders—broke sharply in September and Octo- 
ber to the lowest level in years. Contract awards for 
industrial, commercial and utility structures as late as 
October were still behaving better than might have 
been expected, but were generally in the lower end of 
their 1956-1957 range. 


Role in National Accounts 


Finally, financial preparations for capital spending 
appear to be subsiding. New flotations for plant and 
equipment money in the third quarter, while moderately 
higher than in the same quarter of 1956, continued the 
downward trend evident throughout the year. (A con- 
siderable part of this downtrend is seasonal in nature.) 
And THE CoNnFERENCE Boarp’s series on newly ap- 
proved capital appropriations showed prodigious de- 
clines in both the second and third quarters of this year; 
in the third quarter, new appropriations fell some 30% 
below the comparable quarter of 1956. 

In the special arithmetic of the national accounts, 
capital spending does not loom large in relation to total 
national demand for goods and services. Even if the 
total spending rate for capital goods were to decline in 
each quarter of 1958 at the rate indicated for the first 
quarter, the average for the year would be less than $5 
billion below the average for 1957. This amount is less 
than the average annual increase in personal consump- 
tion expenditures for services in recent years. 

Similarly, state and local governments have recently 
been spending at rates which, if continued in 1958, 
would offset about half such a decline in capital goods. 

Nevertheless, there are few analysts who are inclined 
to question the proposition that a dollar of capital goods 
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The Shape of Capital Spending 
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Financial preparations for spending: 
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significant decline, and anticipated outlays 
for early 1958 were sharply below the 
average level of expenditures in 1957. Con- 
tract awards for nonresidential structures 
and new orders for machinery were at re- 
duced rates, and financial preparations for 
capital spending were declining 
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spending can have many times the importance of a dol- 
lar spent for personal services or government payroll. 
For sensing the depth and duration of the current down- 
trend, the critical list of statistics thus includes, in addi- 
tion to the inventory figures, the whole battery of orders, 
production and sales figures in capital goods industries. 


The Labor Force 


As a last entrant on the list of critical statistics, the 
figures on unemployment, and the labor force and em- 
ployment figures to which they are related, clearly 
deserve close scrutiny in the months ahead. 

Measured by the Census Bureau’s new definitions, 
unemployment amounted to about 3.2 million as of 
November. No comparable 1956 figure is available, ow- 
ing to a change in definition, but the November level 
of unemployment was evidently about 500,000 higher 
than in 1956, and about as high as in November, 1954. 
Between November and February, unemployment tends 
to rise approximately 30% for seasonal reasons alone. 
Assuming no further cyclical contraction in business 
conditions, unemployment in a range around 4.2 million 
appears to be indicated for the late winter. 

In late 1957, unemployment stayed at conservative 
levels as a result of a less-than-normal rate of net 
growth in the labor force. On average during the post- 
war years, the total civilian labor force has increased by 
about 1 million per year, but the rate of growth has been 
quite erratic. An increase of 2.5 million occurred in 1947 3 
the growth in 1956 was about 1.8 million. In 1954, a 
year of recession, the increase was about 700,000; be- 
tween 1950 and 1952 the civilian labor force declined 
slightly, owing to the growth of the military services. 

All these figures are based on monthly averages of the 
labor force in each calendar year. For purposes of a 
closer look at the current trend, November-to-Novem- 
ber changes in the level of the labor force provide some 
significant additional information. From N. ovember, 
1953, to November, 1954, the growth amounted to about 
650,000 (with virtually all the additions being women). 
From 1954 to 1955, under the stimulus of rapidly im- 
proving business conditions, the labor force increased by 
2.6 million (with the increase about equally divided 
between men and women). In the two years since late 
1955, however, the rate of net accession to the labor 
force has declined sharply, and in the year ended 
November, 1957, the addition was less than 350,000 
(again, the bulk accounted for by women). 

The relatively stable labor conditions that have pre- 
vailed for the past two years have apparently induced 
a rate of egress from the labor force almost equal to the 
rate of gross inflow. The labor force statistics by age 
group provide some insight into the causes for leaving. 


From November, 1955, to November, 1957, the net in- 
flow into the labor force amounted to about 800,000. 
Over 1.3 million were added in the age groups from 
thirty-five to sixty-four. But substantial reductions oc- 
curred in other age groups; almost 400,000 in the 25-34 
group, and over 250,000 in the 65-and-over group. 

For the 65-and-over group, the decline in the labor 
force has been precisely paralleled by a decline in em- 
ployment, which points rather conclusively to the fact 
that loss of jobs in this age group now results in retire- 
ment from the labor force and resort to social security. 
The decline in the 25-34 age group is also paralleled by a 
decline in employment in these age groups, particularly 
in 1957. This decline apparently reflects a sharply lower 
rate of inflow into these age groups, owing to the low 
birth rate in the early years of the great depression. For 
the same reason, growih in the labor force for the age 
groups eighteen to twenty-four has been less than 
100,000 in each of the past two years, although it was as 
much as 600,000 in the next preceding year. 

A major reason for the slowing in the growth of the 
labor force is thus the net outflow from the labor force 
of persons sixty-five years and over, induced by emerg- 
ing slackness in the market, by the availability of social 
security and perhaps by the growing practice of manda- 
tory retirement. A second major reason is the relatively 
low gross inflow to the labor force of persons eighteen 
to thirty-four, reflecting the depressed birth rates of the 
thirties and perhaps lengthening educational programs. 

The retardation in the growth of the labor force has 
been much more pronounced for the male labor force; 
at the same time unemployment has increased more 
among men than among women over the past year. In 
fact, female employment in November was moderately 
higher than a year ago, while it was significantly lower 
for men. This apparently reflects the fact that in the 
early stages of recession it is production activity, rather 
than service and clerical activity, that accounts for the 
bulk of layoffs and discharges. 

There is no simple way of determining whether this 
retardation in labor-force growth will continue. If it does, 
it will help to control the rate of increase in unemploy- 
ment; but, even if it does, unemployment in excess of 4 
million seems very likely now for the early spring. Given 
today’s superheated ideological climate, it should be 
obvious that any administration is now more likely to 
take countercyclical measures against unemployment 
than it might have been three years ago. The unemploy- 
ment figure will thus be an erratic but perhaps extraordi- 
narily important indicator of government spending and 
tax policies in 1958. 

ALBERT T. Sommers 
Division of Business Analysis 
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United States Executives Report on: 


[Survey of Business Practices] 


CANADA: AN EXPANDING MARKET 


“With ten years’ operation in Canada, our sales there 
now amount to approximately 15% of our total United 
States sales volume. We are most satisfied with our present 
Canadian holdings.” (Iron and steel foundry.) 


* * * 


“We are currently constructing a completely new instal- 
lation—our fourth—in Canada which will involve an 
investment of more than two million dollars, and we hope 
to serve Canadian, American and export markets from 
there.”’ (General industrial machinery.) 


HE above comments indicate the importance placed 

upon the Canadian market by many of the 237 
manufacturers cooperating in this month’s survey of 
business practices. The attractiveness of this market is 
demonstrated by the fact that 196 (83%) of the com- 
panies today sell in Canada. 

Some of these companies point out that they have 
been active in the Canadian market for a considerable 
period of time. In fact, one food-products company 
reports: “We sell extensively in Canada and have for 
almost fifty years.” 

Of these producers, 110 maintain separate subsidiaries 
in Canada, for the most part wholly owned, which 
engage in manufacturing and selling their products 
there. Sixty-four of the eighty-six other companies that 
sell to Canada place over-all responsibility for such sales 
with their domestic sales organizations. Twelve report- 
ing companies reach the Canadian market via licensees, 
and an even smaller number (ten) through their regular 
export or international sales departments. 

Most companies surveyed indicate that it is mainly 
the size of the Canadian market for their types of 
products which has determined their choice of market- 
ing channels employed. For example, one large manufac- 
turing firm states that it has “forty branch offices and 
plants throughout Canada because of our almost un- 
limited sales opportunities.” 

Another executive declares that ““because our poten- 
tial sales are limited in Canada, we rely on an agent 
through whom we sell to Canadian users of our products.” 

Several manufacturers report that “due to the vast 
area of Canada, our field sales representation and 
variety of outlets in the Dominion are insufficient to 
assure really effective marketing.” 


THOSE THAT DON'T SELL IN CANADA 


Some of the survey respondents describe ‘their po- 
tential sales in Canada to be so limited that they make 
no effort to reach the Canadian market. And forty-one 
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concerns (approximately 17%) report that they are not 
actively soliciting Canadian trade. Often these com- 
panies are limited in size and feel they would overextend 
themselves in attempting to tap the market in Canada. As 
one company official says: “Our hands are full with 
trying to cover the domestic market. We have not 
actively considered the Canadian market, because we 
feel we have not as yet developed our United States sales 
to the greatest extent possible.” 

Several participants seem to agree with the remark 
that “although the Canadian market is attractive, we 
have not felt that there is sufficient business to warrant 
the overhead expense of maintaining a Canadian agent 
or representative.” 

However, some of these producers would like to sell 
their products in Canada, but have encountered specific 
difficulties or deterrents, notably tariff regulations. The 
comments of two company presidents are typical of this 
group’s experience: 


“Because our products are fabricated, there is an import 
duty, varying with the degree of manufacture, that prac- 
tically precludes our serving the Canadian market.” (Lum- 
ber and products) 


* * * 


“We have found that the difference in the monetary 
exchange rates and the high Canadian tariff put our selling 
prices out of line with local products.” (Furniture and 
fiatures)! 


The president of a food company describes his par- 
ticular problem as follows: “Regrettably, our regular 
merchandise, although suitable for export to most 
foreign markets, is not permitted entry into Canada be- 
cause of labeling laws. It would be extremely burden- 
some and costly for us to carry duplicate inventories of 
goods especially labeled for Canada.” 

Finally, a number of cooperators while not presently 
serving the Canadian market are nevertheless “very 
much interested in the sales opportunities to be found 
in Canada.” 


SUBSIDIARIES AND SEPARATE COMPANIES 


Over half (56%) of the participating companies that 
market in Canada have established subsidiaries or 
separate companies to do business in that country. 

Ninety-three of the 110 companies comprising this 
group maintain self-contained subsidiaries having their 
own production facilities and marketing organizations. 


1 For a discussion of Canada’s premium dollar, see the October, 
1957, issue of The Business Record 
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A typical arrangement is that described by the vice- 
president of an organic-chemical firm, who declares that 
his company’s Canadian subsidiary “‘produces and 
markets the full line of our United States products, as 
well as a few peculiar to Canada.” 

Another survey participant, in the general industrial 
machinery field, writes that “our Canadian subsidiary 
makes a large number of complete items for us, as well 
as product components which we use here in our 
finished work.” 

Several companies have Canadian production facili- 
ties that are not wholly self-sufficient. These companies 
indicate that they supplement certain parts or items 
made in their Canadian plants with goods of United 
States manufacture. 

For example, the president of a leather products firm 
reports that “component parts requiring a heavy ma- 
chine investment are turned out in our main United 
States plant and then sent to Canada for assembly and 
completion.”’ And a nonferrous metals firm states that 
“some specialty products are made in the United States 
and exported to Canada because the sales volume there 
is not large enough to warrant Canadian production of 
these few items.” 

Of these 110 companies with subsidiaries, twelve re- 
port that their Canadian firms are primarily marketing 
organizations for their products of United States manu- 
facture. According to one metal trades firm: “Our 
Canadian company has no production unit, but it pro- 
vides warehouse, product service, and engineering facili- 
ties for our Dominion customers.” 

The remaining five of this group of companies do not 
perform any selling functions, but are engaged solely in 
manufacturing activities. In the words of a construction 
materials company president: “Our Canadian corpora- 
tion produces all goods sold in that country, but an in- 
dependent Canadian concern is responsible for the entire 
Canadian sales of such products.” 


Canadian Export Sales 


About one out of every four cooperators indicates 
that the Canadian subsidiary exports to other coun- 
tries in addition to serving the Canadian market. Such 
export sales are usually confined to “sterling area” and 
British Commonwealth countries. 

For instance, a specialized industrial machinery firm 
“ships from Canada to New Zealand and Australia be- 
cause of Empire preference regulations”; and several 
concerns specify limiting their Canadian exports to such 
areas as the United Kingdom and the British West 
Indies. 

At least three of the companies that export from their 
Canadian production facilities have “all sales, paper 
work, and shipping details handled by the home office 
here in the States.”’ However, the more prevalent prac- 
tice is that reported by an organic-chemical producer’s 
controller, who says that its “Canadian company inde- 
pendently does an export business on which all functions 


including sales promotion, sales credit and shipping, are 
handled exclusively by them.” 


ORGANIZATIONAL RELATIONSHIPS 


The large majority of the 110 United States com- 
panies having Canadian subsidiaries report that these 
are wholly owned. Yet most of these concerns place 
emphasis on the large measure of independence their 
separate Canadian units are given in conducting their 
businesses in the Dominion. One executive reports: 
“Our Canadian company has facilities at Toronto for 
the manufacture and distribution of our product lines. 
There is interchange of marketing techniques between 
domestic and Canadian sales personnel, but in general it 
is operated on as decentralized a basis as possible.” 

Many of these firms emphasize that it is their policy 
to engage Canadian executives to staff such operations. 
For instance, a general industrial machinery producer 
indicates that “although 90% of the stock ownership is 
with the parent company in the States, all officers of our 
Canadian company are citizens of Canada. In fact, we 
have only one American at the management level.” 

According to cooperators, a certain amount of over-all 
control is usually exercised by the parent company. 
Such control is frequently characterized by the following: 


¢ Interlocking directorships with parent-company board 
members also serving on the board of directors of the 
subsidiary 

e Subsidiary's executives directly or indirectly responsible 
to the parent-company’s top management 

* Major policies and decisions made by the parent 
company le.g., finances, capital investment) 

e Mutuai cooperation and consultation on basic company 
functions (e.g., production methods, marketing techniques) 


As reported by a number of firms, the typical rela- 
tionship between parent company and Canadian sub- 
sidiary is very much as a large apparel producer de- 
scribes it: 


“The president of the Canadian subsidiary reports di- 
rectly to the president of the parent company. The latter is 
the chairman of the board of the subsidiary company, which 
is a complete and independent organization. However, in- 
formal relationships exist between the various divisions of 
the subsidiary and the analogous divisions of the parent 
company.” 


The vice-president in charge of sales of a nonferrous 
metals manufacturer adds some details: 


“Our Canadian company is largely self-sufficient, but top 
executives of the United States company are represented on 
its board of directors and our Canadian associates consult 
with our staff people here with respect to finance, manu- 
facturing and sales.” 


Some éther Dominion subsidiaries are described as 
being almost completely autonomous, so that, as one 
food company executive phrases it, “the Canadian 
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management can concentrate on Canadian problems 
without United States interference, and has the free- 
dom | to adapt their operations to current market 
requirements,” 

In those cases where the share of ownership is re- 
duced, the influence of the United States company is 
naturally not so direct as in wholly owned subsidiaries. 
According to the president of a hardware firm that ‘“‘con- 
trols over 50% of the stock” of its Canadian company, 

“while I am officially the president, we have a vice- 
president and general manager, a Canadian, who is the 
real operating head.” 

Similarly, a petroleum refiner with a majority interest 
in a Canadian company writes that “the Canadian 
board of directors is fully responsible for the conduct of 
its own affairs.” 


WHY CANADIAN SUBSIDIARIES? 


The reasons participants give for establishing Cana- 
dian units are many. The president of an inorganic- 
chemicals company outlines several advantages: 


“We believe that our unit in Canada, operated by Cana- 
dians, keeps us in much closer touch with Canadian cus- 
tomers and markets, discourages imports of similar products 
from Europe, and furnishes an emergency source of supply 
for our domestic markets.” 


Heading the list of advantages claimed for maintain- 
ing Canadian production facilities is the elimination of 
import duty payments, which result in “better profits” ; 
“better competitive positions”; and “elimination of red 
tape.” “We would not have a plant in Canada,” admits 
a general industrial machinery producer, “were it not 
for the import duty. It’s necessary to have our plant 
there if we are to secure any share of the market.” 


“Buy Canada” 


Another benefit frequently mentioned by cooperators 
is that their subsidiaries place them in a position to 
meet the Canadian demand for home-manufactured 
goods—a preference often described by them as “the 
‘Buy Canada’ movement.” “Products of Canadian man- 
ufacture,” writes the president of an office-equipment 
producer, “appeal to Canadians.” 


Other Benefits 


A number of respondents indicate that Canadian- 
based facilities afford “better control and adjustment to 
local conditions” and “greater responsiveness to Cana- 
dian market demands.” Others feel that their Canadian 
customers value the “complete coverage, personal con- 
tact, and on-the-spot service” that home operations 
make possible. 

Cooperators frequently find that their Canadian 
subsidiaries have resulted in more profitable operations 

‘in Canada than would otherwise prevail. Some cite as 
the reason for this situation the lower expenses involved 
in home-based production and marketing activities. 
Others point to various competitive advantages such as 
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lower wage rates, improved export opportunities, and 
better product acceptance. 

“We are convinced that to do justice to the Canadian 
market,” concludes the vice-president of an electrical- 
machinery company, “a firm should have manufactur- 
ing and marketing facilities in Canada apart from the 
United States company.” 


A Few Disadvantages? 


“We can think of no particular disadvantages result- 
ing from the operations of our Canadian subsidiary,” is 
the typical comment of the overwhelming majority of 
reporting companies having separate Canadian units. 
But a few of the companies show less enthusiasm. The 
manufacturing manager of a large organic-chemicals 
firm declares, for example, that “our Canadian organiza- 
tion is an expensive overhead operation because of its 
large number of employees relative to total sales.” 

Again, the vice-president of a paper company warns 
that “‘much time, effort and patience are needed to build 
up a Canadian business due to necessary training of per- 
sonnel and merging of ideas and methods.” 

Another producer is disturbed by the fact that 
“profits of our subsidiary are available only through the 
dividend route.” 


SELLING FROM THE UNITED STATES 

Among the 196 survey participants that sell their 
products in Canada, eighty-six do not maintain sub- 
sidiaries or separate companies in the Dominion to serve 
that market. In sixty-four of these companies, the ulti- 
mate responsibility for Canadian marketing activities 
rests with the domestic sales organization, since in 
many cases their “‘potential sales in Canada do not 
justify a subsidiary there.” According to an apparel 
executive: 


“Our Canadian volume of business, while increasing ap- 
preciably, does not yet warrant establishing separate 
facilities in Canada. By using our domestic sales staff, our 
method of covering the Canadian market is both simple 
and economic.” 


A further reason given by several company officials is 
that, because Canada is geographically so near, there is 
no need to maintain separate units in the Dominion. 


Domestic Salesmen 


In nearly half of these sixty-four companies, United 
States sales forces directly solicit Canadian users or 
would-be users of their products. Typifying this ap- 
proach are the practices of a specialized machinery 
manufacturer: 


“Our products are sold through our regular domestic 
sales staff, certain members of which have sectors of Canada 
assigned as their sales territories. All orders for products are 
supplied directly from our United States plants.” 


“By using the same production and sales facilities,” 
writes the chief executive of an organic-chemicals com- 
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pany, “we do not increase our costs in handling sales to 
the Canadian market.” This advantage is frequently 
cited by cooperators. 


Distributors and Agents 


An equally large number of producers report that, 
while their domestic sales organizations are responsible 
for their over-all Canadian sales efforts, the actual sales 
are made by Canadian agents, distributors, or dealers. 

Several concerns report that their coverage of the 
Canadian market is a joint effort. A typical arrangement 
of this sort is described by the president of a hardware 
firm: “Our own salesmen in Canada call for orders and 
do missionary work in the shops in support of our 
distributors. The distributor then ships direct to the 
customer.” 

While most companies utilizing the services of Cana- 
dian distributors report that they ship direct to the 
customer from their United States plants, others say 
that their Canadian representatives ‘‘maintain com- 
plete lines of stock, which expedites shipment.” 

A few producers report using several marketing ap- 
proaches in Canada, depending upon the amount of 
their sales of a given product. “Sales activity in Canada 
is in general the responsibility of our domestic sales de- 
partment,” explains the vice-president of marketing of 
one of these firms. “When demand and volume of a 
certain product justifies it, we send in our own salesmen. 
Otherwise, we use our sales agents in Canada.” 

Companies placing ultimate responsibility for their 
Canadian sales with distributors and agents name 
several advantages of this arrangement. “Our Canadian 
agency,” writes the vice-president of a textile firm, 
“covers its territory thoroughly; maintains constant 
contact with customers; and with assistance from our 
domestic salesmen, keeps customer relations at the 
highest possible level.” 

Two other advantages mentioned by cooperators uti- 
lizing Canadian agents are that “‘product acceptance is 
improved when they are sold by Canadians’’; and that 
“domestic personnel is relieved of handling many of the 
complex and time-consuming aspects of selling in 
Canada.” 


Some Disadvantages 


The reported disadvantages of placing the responsi- 
bility for covering the Canadian market upon the 
United States sales department are summarized by the 
executive of an inorganic-chemicals firm: 


“Our present method of handling Canadian sales through 
an agent has several drawbacks: we lose company identity 
with the end user of our products; we fail to fully exploit 
our market opportunities; and we have no firm position in 
the Canadian market whereby we are capable of growing 
with the Canadian economy.” 


THE LICENSEE ROUTE 


Twelve cooperating companies reach the Canadian 
market by licensing Canadian firms to manufacture and 


sell the United States firm’s products. These licensees 
usually pay a royalty or fee to the United States com- 
pany based on the Canadian sales of such products. 
Under the terms of one reporting firm’s agreement, 
that of an apparel company, its Canadian licensee is 
“limited to the amount of goods he may manufacture 
and sell under the United States company’s trademark. 
The licensee may augment his stock by purchasing 
goods from our United States plant, and our agreement 
requires that he conform to our quality standards.” 

A leather and products firm similarly maintains strict 
control over its licensee’s operation. According to the 
company’s general sales manager: 

“The manufacturing concept, sales distribution, ad- 
vertising and promotion of our products are identical with 
the method we use in this country. In essence, policies, di- 
rection, and over-all management are dictated from our 
home office in so far as our products are concerned. The 
licensee makes no move of major importance without first 
making sure that it adheres exactly to our practices here. 
This applies to all phases of the business.” 


A metal-trades firm operating in the Canadian market 
through a licensee owns a subsidiary company the sole 
function of which is to protect the company name and 
trademark. By doing this, writes the manager of the 
international division, “we make sure that our name 
will not be misused or appropriated even though we may 
change licensees.” 

Generally speaking, the dozen firms with licensees are 
satisfied with this method of covering the Canadian 
market. For example, “our license fees are only slightly 
less than our normal domestic net profit per unit sold,” 
writes the treasurer of a refrigeration machinery com- 
pany, “and our Dominion customers get a much better 
break due to the elimination of any import duty and 
shipping costs from this country.” 

Another comment on the tariff angle is given by the 
overseas division manager of a firm that “found that 
exports to Canada were being strangled by Canadian 
import duty, but by having a licensee we overcame a 
certain decline in sales that followed after the tariff on 
our product line was imposed.” 

Several companies find that the method simplifies the 
matter of doing business in Canada, for, as one elec- 
trical equipment sales manager puts it: “The licensee 
eliminates the problems of shipping, customs, import 
duties, etc., as these become his responsibility, and adds 
to our net profit with little effort on our part.” 


CHANNELS OF DISTRIBUTION 


Only one out of the eight responding companies that 
market in Canada indicates that its channels of distribu- 
tion there differ from those used in the United States. 
Most of the differences are reported by cooperators 
which do not maintain Canadian subsidiaries. 

For example, ‘“‘we lean more heavily on a distributor 
organization for some of our line in Canada,” explains 
an executive of an organic-chemicals firm “whereas in 


BUSINESS RECORD - 


the United States, practically all of our items are sold by 
the direct sales approach. This is due to the fact that the 
potential] market for our line is far smaller than in the 
United States, and far fewer salesmen are needed. Since 
we offer for sale in Canada the same wide line of 
products that is sold in the United States, each man 
must cover a wider variety of product lines and has 
more territory than his more specialized counterpart in 
the States.” 

Another marketing executive writes: “Our Canadian 
selling is handled differently on two product lines that 
are sold direct in this country by commission salesmen. 
In the case of one line, we use a selling agent who has the 
entire Dominion as his franchise; in the other, we use a 
network of wholesalers spread across Canada.” 

On the cther hand, “owing to the absence of effective 
wholesalers in certain lines,” a textile firm finds itself 
“forced to do more direct selling in Canada than in the 
United States.” 

The great majority of survey respondents, however, 
indicate that their marketing channels and methods in 
the Dominion are identical to those currently in use in 
the United States. Executives in these concerns fre- 
quently find that the nature of the Canadian market 
readily lends itself to the application of selling tech- 
niques in use in this country. In fact, many such co- 
operators regard Canada as an extension of the United 
States marketing area—a viewpoint held, for example, 
by an organic-chemical manufacturer who writes that 
“our Canadian operation is regarded within the organ- 
ization as simply another territorial operation, much the 
same way as our Chicago plant has its sales territory, 
our San Francisco plant its territory, and so on.” 

Several companies report keeping close watch on 
their methods of distribution in Canada, a nonferrous- 
metals executive writing: 


“As Canadian industry and population grow, we may find 
that it will be more profitable for us to have our own firm 
and salaried salesmen in Canada rather than trying to 
market through a Canadian firm acting as our representa- 
tive.” 


CONFIDENCE IN CANADA 


Responses to this month’s survey indicate that most 
cooperating companies are firmly convinced of the 
Canadian market’s value and importance to their opera- 
tions. Only two firms are planning to curtail their sales 
efforts in Canada in the period immediately ahead. 

Some survey participants plan to expand their Cana- 
dian production facilities and to intensify their sales 
effort in that market in the near future. Says an inor- 
ganic-chemical executive: 


“Greater attention is being given to the company’s eX- 
pansion in Canada at this time, and our management Is 
quite receptive to any new opportunities in this regard.” 


Others without a direct stake in Canada at present 
feel that “the only long-range solution to the problem 
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of making more sales in Canada is the establishment of 
manufacturing facilities in that country.” 

This attitude is tersely expressed by an executive of 
an industrial-machinery firm: “We have great con- 
fidence in the future growth of Canada, and we intend 
to be there to participate in it.” 


Rocser M. Prcram 
G. Cuark THOMPSON 


Division of Business Practices 


Business Forecasts 


Herbert V. Prochnow, vice-president, The First National 
Bank of Chicago (The Commerical and Financial Chronicle, 
December 19)—“. . . The probable business outlook for the 
months immediately ahead may be summarized as follows: 

1. "Total construction—approximately equal to the 

estimated $47 billion for 1957 

2. Housing starts—about the same as 1957, or up slightly 

8. Automobiles—if sales come near to equaling 1957, it 
will be a good year 

4. Business spending for plant and equipment—down 

about 7% 

5. Inventories—further efforts will be made to reduce 
the rate of inventory accumulation 

6. Industrial production—a further decline is likely be- 
fore there is a sustained upturn 

7. Labor—some increase in unemployment 

8. Corporate profits—a decline of perhaps 5% to 10% in 
corporate profits 

9. Defense expenditures—increased research will lead 
ultimately to larger expenditures 

10. Bank loans—some easing in demand.” 


L. L. Colbert, president, Chrysler Corporation, (as reported 
in the American Metal Market, December 24)—“. . . In the 
economy generally, there are signs of strength that could 
make for a good business year in 1958. Here are a few: 

1. Home construction and improvements are expected 
to rise moderately and over-all business construction prom- 
ises to hold steady. Moreover, it is possible that recent 
actions tending to ease the money situation will give added 
impetus to activity in this sector. 

2. Local and state budgets for construction of public 
buildings and highways are higher for 1958. Here again the 
easing of money pressures will tend to encourage increasing 
activity in this area. 

3. While no signs have yet appeared that appreciable in- 
creases in federal defense expenditures are likely in the first 
half of 1958, leaders in both the executive and legislative 
branches of the Federal Government have pointed to the 
prospect of larger expenditures sometime during the year. 

4. To a considerable degree, the continued high level of 
activity in nondurable goods and in services has helped 
offset slower rates of production of capital goods and dur- 
able goods. 

5. Consumer spending is high... . 
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(Continued on page 22) 


LABOR COSTS HERE AND ABROAD 


Statement by Martin R. Gainsbrugh, chief economist, National Industrial Conference Board, before the 
Subcommittee on Foreign Trade Policy of the Committee on Ways and Means, on December 11,1757. 
Based upon a broader Board study of “The International Economic Position of the United States,” this 


statement summarizes preliminary findings of a field survey of comparative production costs here and abroad. 


The over-all study is being sponsored by a group of Conference Board Associates and trade associations 


survey which I shall report upon today was to 

obtain original data on the comparative unit 
costs of production within manufacturing here and 
abroad, both in total and for each of the traditional 
major components of cost. No comprehensive body of 
factual information exists on this subject. In fact, to 
our knowledge there is little more available than the 
very modest results of a previous effort we made to 
collect such data.’ Since both the Subcommittee on 
Foreign Trade Policy of the House Ways and Means 
Committee and the sponsors of this study expressed 
particular interest in an extension of the findings of our 
previous effort, we made this assignment a major phase 
of the present study. 


() = PRIMARY purpose in conducting the field 


Such information is of considerable interest—to busi- 
nessmen, students of the causes and patterns of foreign 
trade, and apparently to those responsible for the 
formulation of our foreign economic policies. Business- 
men interested both in expanding their activities abroad 
and in understanding the nature and causes of the com- 
petitive situations in which they operate at home and 
abroad have frequently solicited our aid in obtaining 
the little that has hithertofore been available on this 
subject. International cost comparisons and their impli- 
cations have long been fundamental to theories and 
analyses of foreign trade developed by experts and 
students in the field. Finally, while other considerations 
obviously enter into the development of national public 
policy on trade with foreign countries, a factual body of 
information on comparative costs and on the experi- 
ences of companies operating in international trade may 
serve a useful function. 

Our approach to assembling data was to solicit the 


1 The Conference Board, “‘Convertibility and Foreign Trade,” Studies 
in Business Economics, No. 45, 1954. 
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cooperation of American producers with manufacturing 
establishments producing the same or similar products 
both here and abroad. We drafted a questionnaire re- 
questing both accounting data and supporting informa- 
tion on the general topic of comparative costs and their 
determinants. This questionnaire was sent to a sampie 
of American business firms in all lines of industrial 
activity, a sample which necessarily had to be designed 
by us for no existing frame was available from which any 
sampling could be made. The lack of comprehensive 
information on business activity abroad made it impos- 
sible to design this sample in accord with the approved 
precepts of scientific sampling; and our response conse- 
quently should perhaps more properly and strictly be 
viewed as a panel of response from a wide variety of 
firms and industries. 


The results, we believe, are notable. Comparative 
costs of production here and abroad for sixty-eight 
different commodities produced in twenty countries 
were submitted by forty-nine American firms. All told, 
our findings are based upon 158 sets of comparative unit 
costs; for similar cost data for some commodities pro- 
duced in more than one foreign country were reported 
to us. The distribution of our response by country and 
by two-digit SIC industrial classification is presented in 
table B-1. 

As a thumbnail sketch of the data which will appear 
in detail in the completed report, we found that in 
sixty instances foreign unit costs were higher than com- 
parable American unit costs and sixty-nine were lower 
(see table B-3); twenty-nine of our 158 sets of total unit 
cost comparisons fell in a range we have defined as the 
“same as” United States costs. While the number of 
lower costs abroad is greater in our sample, the differ- 
ence—fewer than six out of every 100 instances—does 
not appear substantial enough for any generalization 
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other than the obvious one that some commodities are 


cheaper and some more costly to produce abroad than 
in this country. 


Our returns produced more sharply etched findings 
when the three major cost components were examined. 
In more than two thirds of our comparisons—109 in- 
stances to be exact—unit labor costs were relatively 
lower and in only ten were they about the same. For 
fifteen product comparisons, neither separate labor nor 
overhead cost estimates were submitted. 

The substantial contribution to lower unit cost made 
by relatively lower labor costs was reinforced in the 
majority of instances by relatively lower foreign over- 
head costs. Seventy-eight of our 158 cost comparisons 
included a lower ratio for the overhead item than the 
comparable costs in the United States. The contribution 
of overhead to total cost was the same in thirteen 
instances and higher than in the United States in fifty- 
two instarces. 

What produced our seeming general “‘stand-off”’ be- 
tween United States and foreign unit costs then was the 


Table B-1: Description of Cost Comparisons 
Included in the Survey 
A. DISTRIBUTION OF PRODUCT COST COMPARISONS BY COUNTRY 


sal ed Number 
Country Comspatints Country Caeguseon 

United Kingdom 38 Holland 4 
Canada 28 Venezuela 4 
Mexico 16 Colombia 3 
Brazil 18 Peru 3 
Australia 8 Cuba 3 
Belgium 7 Italy Q 
France 6 Japan 2 
West Germany 6 Philippines 2 
Argentina 6 Chile 1 
South Africa 5 Spain 1 

Total 158 


B. DISTRIBUTION OF PRODUCT COST COMPARISONS BY INDUSTRY 
ae ee ee 
Number 
oO! 


Industry Comparisons 
pen eeNERE EE ts reece nee OY) ee eS 
Food and Kindred Products... .......--ssseeseeeees 26 
Res Er eeiL EERO UGCES ease! 6 cir viele © ose w spo vicjele «eee sere 1 
Pulp, Paper and Products. ........-.-s-seeeeeeeeees 9 
Chemicals and Allied Products............++22+eeees 51 
Rip bere roUuctsi:. eae ic vie cies lee wrere se 0leis ent ie .e's oer 10 
Leather and Leather Products. .........-:eeeeeeeeee 4 
Stone, Clay and Glass Products..........0eeeeeeeers i 
Primary Metal Products. ..........--eeee eee eeteees 8 
Fabricated Metal Products... .........sccsceeceeces 16 
Machinery except Electrical..........---++eseeeeee a 
Electrical Machinery... .......0:eeeeeeeeeeeeeeeees i 
Transportation Equipment. ........-..0seeeeeee ees 4 
Instruments and Related Products.........--++++-+: 8 
Miscellaneous Manufactures..........-00eeeeeeeeees 12 

4 NECEA Renney SIE 6 BIO ROCIO” a oO OLE ear ate 158 


Source: Tam ConFERENCcE Boarp 
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offsetting nature in the estimates reported to us of the 
relative cost of direct materials. The distribution of 
relative materials costs was roughly the inverse of that 
reported for overhead—seventy-eight instances of higher 
costs than in the United States, twenty-three cases of 
close similarity, and forty-eight examples of lower costs. 
It might, therefore, roughly be expected to offset the 
influence of lower overhead abroad. This did not prove 
to be the case. 

The answer, instead, for our sample at least, appears 
to be that the cost of raw materials accounts for so large 
a proportion of the average production-cost dollar that 
it offsets both lower labor and lower overhead items over 
a broad range of foreign products. The result, as we have 
seen, was that the 158 products were fairly evenly 
distributed by cost between those higher and those 
lower than in United States. 

A great deal consequently depends in a given product 
upon the importance of the materials’ share of its cost 
dollar. Where it is large, the American producer appears, 
at least from our 158 comparisons, to have the advan- 
tage. Conversely, the producer abroad must offset 
higher costs of materials consumed by lower labor and 
other costs paid. Where labor and to a lesser extent 
overhead are more important, the foreign manufacturer 
of that product has the advantage. 

The same conclusion comes out perhaps even more 
clearly in the distribution of the three cost components 
by their ratios to the comparable United States category 
in table B-3. In 105 instances, for example, the labor 
component of foreign costs was less than 85% of the 
United States; in sixty-four instances it was actually 
less than 55%. Where foreign unit costs were less than 
in the United States, and particularly when substan- 
tially so, the combination of very low relative labor 
costs and moderately lower materials costs was often 
found. Higher foreign unit costs, on the other hand, 
were frequently the product of similar, or for a few of 
modestly higher, labor costs and of substantially higher 
materials costs. 


GEOGRAPHICAL PATTERNS 


The information that the survey collected represents 
an extensive geographical dispersion—twenty individual 
countries in all. Of our 158 comparative cost observa- 
tions, sixty-four came from Western Europe, forty-nine 
from Latin America; Canada was also well represented 
with a count of twenty-eight. The remaining cases were 
distributed among Australia, South Africa, Japan, and 
the Philippines. In the latter three countries the returns 
were few. A summary of the geographic classification 
of our data is to be found in the accompanying chart 
and in table B-5 on page 16. 
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For the purposes of this survey, countries from which 
six or more experiences were reported were selected for 
more detailed investigation. No pretense can be made 
that this cutoff is in every instance sound. Clearly, with 
the wide range of diverse industries that compose an 
economy, a definitive investigation of comparative pro- 
duction cost within a given country would entail an 
undertaking of greater scope. 

Nevertheless, a consistency and logic in the cost pat- 
terns emerged for most of the countries from which we 
received a reasonable number of reports. Thus the data 
are at least suggestive, if not always conclusive. Cer- 
tainly reports from those countries warrant more exten- 
sive review. 


A rather striking feature of the geographic distribu- 
tion that emerges is the lack of correlation between 
countries in which production costs are low and those in 
which American capital investment is high. In fact, if 
any trend is discernible, it would appear to be the re- 
verse of the one that would be anticipated. Canada, for 


Table B-3: Ratios of Foreign Unit Costs to 
United States Costs, Classified by Cost Category 
A. BY RELATIONSHIP TO UNITED STATES COSTS 


Cost Category 
Total 
Unit Direct Direct 
Foreign Costs Costs Materials Labor Overhead 
Total, all products: 
Costs lower than U.S.... 69 48 109 78 
Costs same as U.S...... 29 23 10 138 
Costs higher than U.S... 60 78 94 52 
Total products reported 158 149 143 143 
Cost categories not re- 
ported separately!...... 23 9 15 15 
Grand total, all products... 158 158 158 158 
B. BY PER CENT OF UNITED STATES COSTS 
The Cost Category 
: Unit Direct Direct 
Foreign Costs Costs Materials Labor Overhead 
Total, all products: 
Less than 55%......... 9 10 64 29 
bly ret AR ee eee ae 43 18 41 39 
tA A 5 OM GOES 17 20 4 10 
O57 -105% ewe se cee ce 29 23 10 13 
MOGUL 5% dere snes dieses oiers 21 Q1 Q 10 
WIGG-V45%) oo ccc eee 25 33 10 16 
More than 145%....... 14 24, 12 26 
Total products reported 158 149 148 143 
Categories not reported 
separately!.......... es 9 15 15 
Grand total, all products. . . 158 158 158 158 


1In nine returns, comparative unit costs were not broken down into cost i 
In six others, labor and overhead were not reported separately mere ta 
Note: Foreign costs classified as being the “same as” U. S. costs include those fallin, 
between 95% and 105% of U. 8. costs, inclusive. Consequently, those classified rd 
lower” are less than 95% of U. S. costs and those “higher” are more than 105% 
Source: Taz Conrnrence Boarp 


example, which ranks first in direct United States capi- 
tal investment, appears to be a comparatively high-cost 
production area. But that situation may be a product of 
exchange-rate fluctuations and special considerations of 
proximity, etc. 

Venezuela, the second most important area of Amer- 
ican direct investment, is also found in the high produc- 
tion-cost column. Again, however, special circumstances 
provide at least a partial answer. The bulk of United 
States investments there are in the petroleum field, 
though iron ore mining and other industries are growing 
in importance. (Our survey returns, however, do not 
include any cost comparisons relating to the extraction 
or refining of petroleum and its products.) 

Brazil and to a lesser extent France are other ex- 
amples wherein American investments are large despite 
relatively high production costs. And they exceed those 
of the United States despite the fact that in both 
instances the local currencies have depreciated sharply — 
since the war. In this connection it should also be noted 
that the most recent devaluation of the frane is not 
reflected in the information received from that country. 
It is quite feasible that the 20% devaluation of last 
August has brought French production costs more in 
line with or perhaps even below American levels. 

But currency fluctuations, while obviously of no 
slight importance in comparing production costs, prob- 
ably do not provide the entire explanation for the 
anomaly of American direct investment being heaviest 
in relatively high production cost areas. To come up 
with a full answer to this seeming inconsistency would 
require a detailed country-by-country economic study. 
Short of that, some reasonable explanations do suggest 
themselves. For one thing, the heavy inflow of American 
investments into a country in itself may exert pressure 
on costs by precipitating increased competition for 
available local resources. 

Most important, low production costs alone obviously 
do not motivate firms to locate abroad. One attractive 
inducement is the promise of sales offered by local and 
adjacent markets. Where on-the-spot sales volume is 
potentially large, but where exports to that country are 
limited by transportation costs and probably more 
frequently by trade barriers and currency restraints, 
going into business there provides one solution to ex- 
pansion, or even to survival. These and other reasons 
for moving abroad are discussed at much further length 
in our complete report. 


COSTS LOWER IN WESTERN EUROPE 


Another sharp pattern emerged from the classification 
of countries into high- and low-cost producers; namely, 
that Western Europe, alone of all world areas, shows a 
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distinct and consistent pattern. Of the sixty-four cost 
observations received from that area, forty-three showed 
production costs to be less expensive than they are at 
home. In ten cases they were about the same, and in the 
remaining eleven more expensive. Moreover, of the 
seven European countries involved in our compilation, 
all but one reported that, on balance, costs were lower 
than in the United States. The exception was France 
and the special circumstances in that country have 
already been noted. 

Not only are total production costs lower in Western 
Europe; the evidence suggests that they are pro- 
nouncedly lower. In the United Kingdom for example, a 
full four fifths of the cases which cost relatively less 
to produce had total costs 85% or less than comparable 
costs in the United States. In Western Germany a 
similar comparison showed half the “lower than” in- 
stances to be at this cutoff level. Conversely, where 
costs are higher in Western Europe than here, they are 
generally only moderately higher. Combining the 
“higher than” reports of the United Kingdom and 
Western Germany—since in both instances the number 
of observations are few—we find that in half the cases 
the cost of producing abroad is between 6% and 15% 
higher than related United States outlays. 


SITUATION IN LATIN AMERICA 


The record for Latin America is mixed, but in general 
is on the high side. Observations from that area total 
forty-nine, of which twenty-five show total unit cost 
figures exceeding those for operations at home. In eight 
cases it was just about as expensive to produce as at 
home, while sixteen costs were reported to be lower. On 
a country basis, Latin America is also most definitely a 
high-cost area. Eight countries are included, and of the 
group five were in the “higher than” category, one was 
neutral (Peru with but three observations), and the 
remaining two were in the “lower than” class (Mexico 
and Argentina). 


COSTS AND CAPITAL INVESTED 


Our scheme of classification based upon the average 
amount of capital invested in the pertinent United 
States industries produced a rather curious result, but 
one with over-all dimensions in accord with widely held 
logic on the role of capital. In industries and for prod- 
ucts where average capital invested is the highest, 
American producers in America appear to have a dis- 
tinct advantage. Where capital requirements are the 
lowest, it is most definitely cheaper to produce abroad. 
In between—and our system of classification only pro- 
vided two intermediate ranges here—there was a re- 
markably close standoff in our sample of comparative 
costs. For this area, the amount of capital investment 
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seems to play a small role at best in influencing costs. 

Of the fifty-one sets of data received on items that 
were produced by United States industries having on 
the average more than $20,000 invested per production 
worker, twenty-six were produced abroad at a higher 
cost. Seventeen of the remainder had relatively lower 
foreign costs. In eight they were the same—a frequency, 
incidentally, which is unchanged with one exception 
for the “equality” group throughout the capital invested 
classification. 

At the other end of the scale, twenty-six out of a 
possible forty-four products reported in the industries 
with less than $10,000 of average invested capital were 
manufactured at lower cost abroad. In-between, in the 
second highest capital bracket, the results are a draw; 
and in the other lower intermediate bracket, the count 
was sixteen products having lower costs to fifteen 
having higher costs than their American counterparts. 

Going behind total unit cost information into the 
three components, we find a by-now familiar story, with 
some confusing new twists. The labor-cost advantage of 
foreign operations is evidenced throughout this classifi- 
cation: 109 of the 143 comparisons providing separate 
labor-cost-contribution data were lower—a response 
which prevailed in all except the top bracket of our four 
capital-invested brackets. 


General Factors 


Our respondents also supplied a substantial body of 
information in explanation of the comparative cost data 
they were submitting. The foliowing observations sum- 
marize our analysis of these reports. 


1. Differences in the nature or quality of materials used 
in production have little effect on comparative costs, but 
higher prices of materials abroad do exert an effect. One 
contributing factor is.greater reliance abroad upon im- 
ported materials and another appears to be the lower 
volume of foreign operations. Generally lower volume 
abroad suggests that purchases of materials are on a 
correspondingly smaller scale. 


2. Use of component parts and assemblies tends to be 
about the same in foreign and in domestic operations. 


3+ The proportion between skilled and unskilled em- 
ployees does not significantly vary in the operations com- 
pared. Such differences as do exist usually entail more 
extensive use of skilled labor in European plants and 
less in South American establishments than in the 
United States. The most frequently cited factor for the 
use of more skilled employees abroad was the relatively 
extensive automation that prevails in the United States. 
Industries which lend themselves to a relatively high 
degree of mechanization tend to employ a smaller pro- 
portion of skilled workers at home as compared to their 
European operations. 
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4. Differences in charging depreciation have little effect 
on comparative costs, but on balance perhaps aid foreign 
producers relatively more by permitting them to recapture 
the cash expended on fixed investment sooner. 


5: The relationship of actual operations to full plant 
capacity appears to exert little pervasive or significant 
effect on costs here or abroad. 


6. Fringe benefits are a significant and increasingly 
important factor in unit costs. If anything, their cost on 
the average appears to be higher abroad, particularly if 
allowance is made for fringes financed by taxes and 
distributed through public programs. The most signifi- 
cant factor in existing differences between foreign and 
domestic unit labor costs, however, is the often sub- 
stantial wage differential. 

The estimates we received of fringe costs in relation 
to total unit labor costs vary according to country and 
company. Some companies reporting on Latin American 
operations quoted fringe benefits as high as 40% to 50% 
of total unit labor costs, but more frequently the range 
was from 25% to 30%. Approximately the latter level 
was reported from companies operating plants in 
Western Europe. These ratios, however, should not be 
interpreted too rigidly for, as previously suggested, there 
was considerable variation. 

In many countries, welfare program costs are admin- 
istered through payrolls. In others they are funneled 
through the national government’s budget. Perhaps a 
good example is provided by England where fringe bene- 
fits were reported to us to be lower than they are in the 
United States. This cost advantage is more apparent 
than real. A large part of the British welfare program 
is administered through the nation’s budget rather than 
through payrolls. What is ‘“‘saved” in the latter connec- 
tion is paid to the tax collector. 


7: The vast majority of our respondents cited relatively 
lower wage rates abroad as the major contributor to differ- 
entials in labor costs. Specifically, three fourths of all 
firms replying underlined the wage factor. While the 
relationship varies widely by product, often with the 
degree of automation in the production process, there is 
no doubt possible that unit labor costs are generally 
lower abroad than in the United States. 


COMPARING PRODUCTIVITY 


&. In a substantial majority of American plants 
abroad, production per man-hour is less than in the 
domestic plants operated by the same company. Specific- 
ally, of fifty-four responding firms, output per man-hour 
was reported as being lower abroad by thirty-eight, 
about the same by fourteen, and higher abroad by only 
two. The strong consensus was that the difference is 
attributable to less automation and mechanization 
abroad than exists in United States operations. 

Some evidence did emerge from our response that 
appeared roughly to support generalization on an im- 
portant aspect of productivity. Many of our respond- 


ents explicitly stated that productivity and wage levels 
were closely correlated here and abroad; i.e., that rela- 
tively lower productivity was accompanied by lower 
wages and vice versa. 

Some firms went even a step further, and stated that 
as a result of this relationship neither factor greatly 
affected comparative unit costs. Given comparability in 
the influence and costs of the other determinants, they 
felt that unit costs would be comparable despite differ- 
ences in intercountry wage levels. Put another way, 
lower wage rates abroad may be in at least some coun- 
tries and for some products offset by the lower produc- 
tivity of labor. The extent to which this hypothesis is 
true, and for what countries and for what products, 
still remains an open question. 


Q: Thirty-four companies flatly stated to us that foreign 
governmental assistance to foreign producers has not 
affected their ability to compete in foreign markets. An- 
other twenty-seven, however, reported encountering 
some form of governmental activity which puts the 
American exporter or producer at varying degrees of 
disadvantage. The catalog of government-inspired or 
created disadvantages for the American producer oper- 
ating abroad submitted to us was an extensive one. The 
largest volume of responses along this line came from 
firms that have been adversely affected by exchange 
difficulties or quantitative controls. 


10. Transportation costs necessarily vary, and vary 
substantially, depending upon the nature of the product 
and the distance over which it is to be shipped. Survey 
results, however, indicate that transportation costs are 
not always an insurmountable factor. Of thirty-nine 
firms which provided transportation cost data, fifteen 
estimated the cost of transporting a product now made 
abroad back to this country would be less than 5% of 
its foreign unit production cost. Twelve companies esti- 
mated that transportation cost would fall in a 5% to 
10% range, and ten firms indicated that it would be 
between 11% and 20%. The median cost was about 8%. 


11. No generally significant relationship was found in 
the survey between unit costs and volume of output. It is 
possible to discern a crude trend whereby unit costs tend 
to fall with rising volume; but no clear cause-and-effect 
relationship can be inferred. For many industries and 
products, the economies of scale and larger output are 
not clearly operative and volume is not always the key 
to lower cost. Hence the present generally lower volume 
of American operations abroad does not appear to exert 
any upward bias upon comparative foreign costs re- 
ported by American firms. If this is the case, it does not 


Note to chart: Foreign costs classified as being the "'same” consist of those falling betw 
95% and 105% of U.S. costs. Countries not shown separately include hist Poe 

estern Germany, Argentina, Belgium, Chile, Colombia, Cuba, Holland, Italy, Japan Peru, 
Philippines, South Africa, Spain and Venezuela. Since all respondents did not report on 
component costs, the number of comparisons of total unit costs usually exceeds the number 
for the components in the same country 


Source: The Conference Board 
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Unit Production Costs of Identical Products: United States vs. 
Number of Products 
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Table B-5: Ratios of Foreign Unit Costs to United States Costs Classified by Country, Cost Category, 
and Per Cent of United States Costs 


(Numbers of Products Reported) 


Cost Category 
Distribution Total : - 
by Per Cent Unit Direct Direct 
of U.S. 


Country Cost Materials Labor Overhead 


United Less than 55%.... 4 
Kingdom 
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116% =145%...... 
More than 145%... 


Total products reported 


Canada Less than 55%.... 


116%-145%...... 
More than 145%... 


Total products reported 


Less than 55%. ... 
55%-B4% 2... 00 
85%-94%. 0.02... 
959-10D% 3. ~~ - 
INAS RSV A eo ce 
116%-145%...... 
More than 145%... 


Total products reported 
Brazil Less than 55%.... 


Mexico 


116%-145%...... 
More than 145%. . . 


Total products reported 


Australia 
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Total products reported 
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Cost Category 


Distribution Total - 
it Direct Direct 
Country bos Cont Materials Late Overhead 

France Less than 55%...... C 0 3 1 

55%-B84%. 2.222 0es 1 0 2 2 

85%-94%. . 222s eeee 1 g 0 1 

95%-105%........- 0 0 1 0 

106%-115%.:...... 1 1 0 0 

116%-145%. ....... 2 2 0 0 

More than 145%.... 1 1 0 _2 

Total products reported 6 6 6 6 

Western Less than 55%...... 1 1 3 3 

Germany 55%-84%. «we ae eee 1 1 3 1 

85%-94%. 25. eee aes 2 i 9 0 

95%-105%.. ....-.- 1 0 0 0 

106%-115%. .. «2... 1 g 0 0 

116%-145%.. 2. 20s 0 1 0 1 

More than 145%.... 0 0 0 1 

Total products reported 6 6 6 6 

Argentina Less than 55%...... 0 0 5 ] 

GGT -O EGS wt oa & Salles 5 g 0 $ 

S/n ye 0 2 6 9 

95%-105% .. See 6 0 0 8 

TOC TIS Ge cease 0 0 0 1 

116% 145%. oss 0 1 0 0 

More than 145%. ... 1 1 1 1 

Total products reported 6 6 6 6 

All Other Less than 55%. ..... 4 5 10 Hf 

Countries! 55%-B4%. «2. oe eens 9 4 ai 8 

85% 04% csc maien ois 3 g 1 1 

957G-VOS Go wis sie ote ae 5 Q 2 

LOBIZAVISSG =. vis oe 5 4 1 2g 

1169-14595 ee 5 5 4 4 

More than 145%.... 6 7 5 10 

Total products reported 37 34 4 34 

Total reported, all countries....... 158 149 143 143 
Cost categories not reported 

REPATALCLY +2 0 6 ea eto aes en 9 15 15 

Grand total, all countries...... 158 158 158 158 
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1 Includes the following countries: Belgium, Chile, Colombia, Cuba, Holland, Italy, 
Japan, Peru, Philippines, South Africa, Spain, and Venezuela, ? In nine returns, com- 
parative unit costs were not broken down into cost categories. In six others, labor and 
overhead were not reported separately. Source: THE Compmumren Boarp 


necessarily follow either that in instances where costs 
abroad are higher they can be largely explained by 
volume differentials or that any future increases in 
foreign volume will bring concomitant cost reductions. 


12. It was the consensus of cooperating American firms 
that mechanization exerts a determining force in compara- 
tive costs only when there is a substantial difference in its 
degree between two establishments. For example, when it 
was reported that mechanization abroad lagged con- 
siderably behind that in domestic plants, almost invari- 
ably this fact was also noted as a significant reason both 
for the present higher costs and as an avenue for future 
foreign cost reduction. 


13. In the main, the survey’s evidence supports the 


conclusion that the most significant single determinant of 
unit cost and its trend is the nature of the specific product. 
Some products are more cheaply manufactured abroad, 
some have lower unit costs in this country. The outcome 
will depend upon a variety of factors, including the rela- 
tive cost and amount of materials consumed, wage rates 
and unit labor costs, the degree of mechanization, 
average capital requirements, the amount of power 
consumed, and similar determinants. 


Have you seen the 1958 
ECONOMIC ALMANAC? 
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—_________A Further, Somewhat Seasonal, Rise in Retail Prices 


THE RETAIL PRICE level, as measured by Tur Con- 
FERENCE Boarp’s consumer price index, rose more in Novem- 
ber, 1957, than in any previous month of the year. About three 
fifths of the rise, however, occurred in transportation and was 
of a seasonal nature, reflecting the introduction of the 1958 
car models. 

The 0.5% advance brought the all-items index for the 
United States to 105.9 (1953=100), which was 2.6% above 
year-ago levels. The purchasing power of the consumer dollar 
declined to 94.5 cents (1953 dollar=100 cents), which was 0.4 
cent below the October,‘ 1957, figure and 2.5 cents below 
November, 1956. 


contraseasonal upward movement with a 2.7% advance, and 
prices of fresh milk and butter were also higher. Fruits and 
vegetables, which had moved down seasonally for some time, 
rose 0.9%. The increases were scattered throughout the group, 
with fresh vegetables moving up the most. Prices of cereal and 
bakery products continued upward. 

The advance in men’s clothing prices was so slight as to 
leave the apparel index unaffected. 


The Increases 


Housing costs were up fractionally. Solid fuels, gas rates, 
rent and household operations all moved higher. Furnishings 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 


1953 = 100 


Housing 


Rebased Indexes 


. All All 
Purchasing 

Fuel | Furinn. | Apvorel | , T7258 | Sundries [Value of | lems, | items, 

Pale eee, mee freab=100)) "=200) 
1956 October... re 8 103.4 108 .4 104.7 ao. 100.5 104.1 .0 z) 186.5 116.9 
November. 2 a5) 103.6 108.5 105.3 i) 100.7 107.7 2 9 187.3 117.4 
December . Q 5) ay é 108.6 105.5 8 100.7 107.9 4 9 187.5 117.5 
1956 Annual av. 9 0 9 8 105 .0r 3 100.0 .0 g 1 185.1 116.0 
1957 January... 4 2 6 aly 107.8 8 100.8 ate) i) are 187.8 OT 
February 6 as) 8 9 108.6 .0 100.9 7 8 5 188.2 117.9 
March. as A 2 9 108.7 A 101.0 3 wl A 188.4 118.1 
Aprile, 9 6 A A 108.8 5 101.1 A 3 2 188.7 118.3 
Maye 8 Ay i ash =) af) 108.5 A 101-2 4 5 .0 189.1 118.5 
June...... 6 .0 5 6 108.3 ms) 101.2 5 rv aye 189.7 118.9 
PUY neta occ 8 8 mi) ral 106.6 A 101.2 6 2 4 190.3 119.2 
August. | 3) 5 2 106.4 3 101.5 6 ait, fal 190.9 119.6 
September 3 6 a | o 106.6 .8 101.8 6 .0 .0 191.2 119.9 
October 4 5 .0 9 106.9 .0 102.0 4 13 9 191.4 120.0 
November. 9 6 sal OL len Otis .0 | 102.0 ; 6 25 : 5 


10/57 to 11/57. . 
11/56 to 11/57... 


r-revised 


42.6 0 


The price picture in general was fairly stable in November. 
Two of the five major groups making up the index—food and 
apparel—remained unchanged from their October, 1957, 
level; and a third, housing, registered a fractional advance of 
0.1%. Sundries rose 0.3% and transportation 2.7%. 


The Stable Groups 


With movements divergent within the subgroups, over-all 
food costs remained unchanged from the previous month. The 
declines occurred in the meat, fish and poultry group (down 
1.3%), and in the ‘other food’ group (down 0.3%). All other 
groups advanced. Responsible for the drop in the meat, fish 
and poultry group were price decreases of 3.4% for poultry, of 
3.1% for pork, and 0.1% for beef. The ‘other food’ group 
turned down, with coffee 1.3% and sugar and sweets 0.2% 
cheaper. The largest of the increases came in the dairy prod- 
ucts and eggs group, which rose 1.4%. Eggs continued a 
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and equipment and home-repair costs remained unchanged. 
The sundries index showed a similar picture of scattered in- 
creases intermixed with stability. Personal and medical care 
both advanced, while recreation costs and alcoholic beverage 
and cigarette prices remained stable. 

The advance of the transportation index reflected the intro- 
duction of the higher priced 1958 car models. The impact of 
these higher prices was even greater since the new-car market 
had been depressed while awaiting the new models. The auto- 
mobile transportation index rose 3.1% over the month, while 
public transportation was up only 0.3%. 

Compared with a year ago, all commodity and service 
groups were higher. Sundries rose 3.2% during this period, 
food 3.0%, transportation and housing costs each 2.4%, and 
apparel 1.3%. 

Heten B. Junz 
Division of Consumer Economics 
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T THE END of World War II the Federal Gov- 
ernment was disbursing grants in aid under 
twenty-eight separate programs; by 1956 the 

number had grown to fifty-two. In dollar amounts, the 
increase was even more striking. Total grants in aid to 
state governments amounted to $802 million in 1946 and 
$3,027 million in 1956, increasing by 277%.! 

While these grants almost quadrupled over the entire 
postwar period, the most rapid growth occurred in the 
immediate postwar years. Between 1946 and 1948, they 
more than doubled, rising from $802 million to $1,643 
million. And compared with 1946, they almost trebled 
by 1950 when disbursements totaled $2,275 million. The 
increase in grants received by the states was at an 
average annual rate of 46% during the years 1946 to 
1950 and only 5.5% for the period 1950 to 1956, the 
increase for the entire period being at 27.7%. 

This rapid rate of increase has made the grant-in-aid 
programs relatively more important both as a federal 
expenditure and as a source of revenue for the state 
governments. 


As a Federal Expenditure 


In 1946, grant programs accounted for 1.8% of federal 
net budget expenditures of $44,015 million. In 1956, 
they accounted for 4.5% of federal expenditures, which 
amounted in that year to $66,540 million. The growing 
importance of grants to states as a component of the 
federal budget has not, however, been a steady, year- 
by-year process. Expenditures for defense have varied 
greatly in the postwar period and as defense expendi- 
tures rose and fell, so did nondefense expenditures in 
relation to the total. For instance, in the fiscal year 1950 
(the year immediately preceding the Korean war), 
grants to the states accounted for 5.7% of expenditures 
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POSTWAR GROWTH 
OF FEDERAL GRANTS 
TO THE STATES 


of $39,606 million; in 1952, they were down to 3.6% of 
the $65,410 million of federal expenditures. 

When expenditures for major national security are 
deducted from total expenditures, the relative share 
going to the states exhibits a steady annual increase. 
Grants of $802 million accounted for 4.9% of the $16,433 
million in nondefense expenditures in 1946. The share 
continued to increase each year (although only slightly 
during the Korean war), and in 1956 accounted for 
11.7% of nondefense expenditures of $25,899.? 


As a Source of State Revenue 


The increasing reliance on this source of revenue is 
illustrated by the fact that grants accounted for 12.8% 
of the general revenues of the states in 1946 and 16.5% 
in 1956. But grants as a share of state revenues reached 
a peak of 20.2% in 1950 and have since declined relative 
to total revenues. Increases in highway grants will once 
again cause this percentage to rise. 

Compared with the other sources of general revenue, 
grants from the Federal Government are a relatively 
unstable source of income for the States. Both taxes and 
charges for current services have had a relatively con- 
stant annual rate of increase in the postwar years 
whereas grants have fluctuated from year to year, show- 
ing an absolute decline between 1951 and 1952. (See 
chart.) When general revenues are aggregated, it can be 
seen that the other sources of revenue are not only more 
stable, but are; despite the increasing importance of 
grants, more important in the aggregate, since they ac- 
count for about 85% of the total. 

While instability is a characteristic of grants as a 
source of state revenue, they do exert an equalizing 
tendency between the states. Generally, as the level of 
per capita income declines, per capita grants tend to 
show some increase. Delaware, in first rank as to per 


17In addition to grants in aid, the states receive from the Federal 
Government certain shared revenues, amounting to $82 million in 
1956, and loans and repayable advances totaling $29 million in 1956 
2 This is not an altogether satisfactory comparison. If there had 
been no expenditure for defense, both the amount and pattern of 


nondefense spending would probably have been substantially different 
than it was 
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capita income, receives almost 200% more income per 
capita than Mississippi, which is in forty-eighth posi- 
tion. For per capita grants, the difference moves in the 
opposite direction: Mississippi’s per capita grantsamount 
to $41.86, being 46% higher than Delaware’s.! A large 
share of these payments is included in the personal 
income of the recipient states, indicating that the dis- 
parity between the states in terms of income would be 
even greater without them. 

But while total payments accrue as a benefit to the 
recipient state, total payments do not necessarily appear 
in the personal income of the recipient state. If, for 
example, a state receives a grant for school construction, 
the benefit of the school will accrue to the state. The 
incidence of the expenditure may, however, rest else- 
where, as in the case where materials are purchased out 
of state. But payments for which the impact and inci- 
dence of expenditures are the same (public welfare, em- 
ployment security administration and payments to 
individuals) accounted for 65.2% of total payments for 
1956, indicating that the major share of such payments 
are included in personal income of the recipient state. 

In addition to this relationship between income and 
federal payments, it is also evident that as the level of 
per capita income declines, the effort made to provide 
services out of tax revenues increases.? Delaware, the 
first in per capita income, levied per capita taxes of 
$105.01 in 1953, only 29.8% higher than the $80.89 col- 
lected by Mississippi. 

To some extent the increasing level of taxation is 
associated with the increasing level of grants. Many 
programs require matching of federal funds by the 
states. The interstate highway program requires, for 
instance, that the states provide $1 for every $9 in 
federal funds, and similar provisions exist under many 
other programs. 


The Changing Purpose 


Shifts in emphasis have occurred four times under the 
modern grant program and reflect the Federal Govern- 
ment’s view as to which state services most need stimu- 
lation or support. Since 1946, the emphasis of grants in 
aid has been placed increasingly on highway construc- 
tion, paralleling the change which occurred in the post- 
World War I period. 

The modern system of grants in aid began with the 
Morrill act of 1862, which endowed each state with cer- 
tain amounts of public land, the income from which was 
to be used in the support of colleges of agricultural and 
mechanical arts and required annual reports from the 
states on the use of the funds. The practice of annual 
cash grants began in 1887 under the Hatch act which 
authorized payments to the states in support of agri- 
cultural experiment stations and authorized the suspen- 
sion of payments if it were found that the funds were 
being improperly used. 

Up to World War I, the grant-in-aid programs fol- 
lowed the original acts by concentrating in the areas of 
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education and agriculture. In 1916, however, with the 
passage of the federal aid road act, the emphasis shifted, 
and from this date to the early depression years grants 
for highway construction were dominant. Legislation 
during the early Thirties, including the social security 
act of 1935, once again shifted the emphasis, and public 
welfare became the major area of federal support. 

By 1946, grants for public welfare were still dominant, 
accounting for 53.9% of total grants to the states. Since 
then, this category has accounted for a steadily declin- 
ing share, with 48.0% of total grants of $1,452 million 
going to the aid of public welfare. Heading the other 
way, highway grants in 1946 amounted to $66 million, 
or 8.2% of the total, and increased to $739 million in 
1956, or 24.4% of total grants last year. 


The Sum of the Two 


A change of this magnitude does not imply that high- 
way aid will again dominate the grant program as it did 
after World War I. However, recent legislation assures 
that highway aid will continue to grow both absolutely 
and as a share of total aid. The federal highway act of 
1956 provides for increasing amounts of aid to the states 
for the construction of an interstate highway system. It 
is estimated that federal expenditures under this act 
will be $1,137 million in 1957 and $1,650 million in 1958. 
Highway grants will thus account for about 29% and 
35%, respectively, of total grants for these two years. 

Grants for public welfare and highways combined 

1 For this comparison, grants include federal payments to states, 
local governments and individuals. In 1956, these payments totaled 
$3,027 million, $436 million, and $1,689 million, respectively 

2 Per capita state and local taxes are for the fiscal year 1953, the 
only postwar year for which such data are available. Since both in- 
come and taxes move together, the general relationship between them 
would be much the same if current tax data were available 


3See the United States Commission on Intergovernmental Rela- 
tions, “A Summary History of Federal Aid,” January, 1954 
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accounted for $2,191 million, or 72.4% of total grants in 
1956. The remainder, $836 million, was divided among 
the following functions: defense, education, health and 
hospitals, agriculture, employment security administra- 
tion, and miscellaneous programs. These programs have 
increased absolutely since 1946, but exhibit little change 
as a relative share of the total grant program. Grants 
for defense amounted to $16 million in 1956, about 0.5% 
of the total, and are expected to increase in the future. 
Education grants of $344 million accounted for 11% of 
the total, as in previous years. Health and hospitals 
(8%) and agriculture (2%) received $90 million and $66 
million, respectively. Grants for employment security 
administration ($219 million in 1956) continue to 
account for between 7% and 8% of the total. 


A Look Ahead 


The future status of the federal grant-in-aid pro- 
grams appears to be somewhat in doubt. Following by 
several years the comprehensive report of the Commis- 
sion on Intergovernmental Relations, the President 
recommended a joint federal-state task force to reallo- 
cate the functions and revenues involved in the grant- 
in-aid programs. 

The study and thought devoted to the problem of 
federal grants in the postwar period has been both thor- 
ough and substantial. This period of study culminated 
in the Report of the Commission on Intergovernmental 
Relations. Completing its work in June, 1955, the com- 
mission made many recommendations concerning spe- 


cific programs but did not produce a comprehensive and 
unified approach to the problem of grants in aid: 


“The commission’s approach was not calculated to, and in 
fact did not, produce findings and recommendations point- 
ing uniformly in any one direction. In some areas, for ex- 
ample in welfare and in certain phases of agriculture, its 
recommendations call for a relative increase in state and 
local responsibilities. In other fields, notably civil defense, 
the direction is toward increased national responsibility. In 
still others, including civil aviation and housing, the com- 
mission’s findings generally support the existing division of 
responsibilities, at least for the immediate future.’’! 


In June, 1957, in a speech to the forty-ninth annual 
conference of governors, the President proposed a 
federal-state task force whose purpose would be the 
reallocation of functions and revenues between the 
federal and state governments. This course of action 
was recommended because a continuation of the past 
growth of the federal grant programs would place the 
states in the position of “powerless satellites.” 

Continuing, the President stated that in the past, as 
emergency situations arose, such as those currently 
faced in the fields of highways and education, “‘in each 
instance, state inaction or inadequate action, coupled 
with undeniable national need has forced emergency 
federal intervention.’ 

The conference of governors, with mixed opinions as 

1 The Commission on Intergovernmental Relations, “A Report to 
the President,” June, 1955, p. 147 

* The New York Times, June 25, 1957, p. 16:4 
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through matching requirements, tends to raise and equalize state services 
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to its chance of success, endorsed and accepted the 
President’s proposal. Subsequently, a joint federal-state 
action committee was formed under the co-chairman- 
ship of Robert B. Anderson, Secretary of the Treasury, 
and Governor Lane Dwinell of New Hampshire. 

By August, 1957, the committee had devised a tenta- 
tive program calling for a transfer of functions from the 
federal to state governments involving a $400-million 
expenditure. The programs to be transferred include the 
following: (1) cash grant under the school lunch pro- 
gram; (2) support of vocational education; (3) payments 
for natural disaster relief; (4) miscellaneous stimulative 
grants; and (5) placing the supplementary old-age 
assistance program on a fifty-fifty matching basis (cur- 
rently the federal payment is equal to 80% of the first 
$30 and 50% of the excess up to $30). In return for the 
release from these responsibilities, the Federal Govern- 
ment would relinquish the following revenue sources to 
the states: taxes on (1) local telephone service; (2) 
amusement tickets; (3) cabarets, club dues and initia- 
tion fees; (4) coin-operated gaming and amusement de- 
vices; (5) safe-deposit box rentals; and (6) bowling 
alleys and pool tables. These taxes yield in excess of $500 
million, and the difference between transferred expendi- 
tures and revenues provide an added inducement for 
state participation. 

In a subsequent meeting, the committee scaled down 
its program to more acceptable proportions. Under the 

on, _ Jatest proposal, the programs slated for transfer include 
bac’ only three of the original five and account for federal 
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expenditures of slightly over $100 million compared to 
the previous total of $400 million. The programs to be 
transferred under the new proposal include: (1) natural 
disaster relief; (2) vocational education; and (3) munici- 
pal waste treatment. A parallel scaling-down proposal in 
the transfer of revenues calls for a 40% refund to the 
states of collections from the federal tax on local tele- 
phone service. This rebate would amount to about $150 
million, providing an excess of about $50 million. This 
tax-offset provision would continue for five years, at the 
end of which time the federal tax would be reduced 
from 10% to 6%. During the five years, the states are 
expected to levy a 4% tax of their own, which would be 
credited against the federal tax. At the end of the five 
years, if the states should choose to continue the pro- 
grams, both a state tax at 4%, and a federal tax at 6% 
would be in force. 

Such modest beginnings as these represent the im- 
mediate aim of the committee and it is expected that the 
transfer of programs from the federal to the state gov- 
ernments would increase under subsequent proposals. 
Whether the proposals of the federal-state action com- 
mittee will be acted upon favorably by the federal and 
forty-eight state legislatures is not altogether certain. In 
commenting on the possibility of transferring some 


1 This tax credit technique, similar to that used for unemployment 
compensation and inheritance taxes, does not represent a clear-cut 
movement away from the trend toward centralization. It appears that 
the states are exchanging control of expenditures for the control of 
revenues. Presumably, the states can dispense with the programs, and 
thereby the tax, but this alternative has always been available 
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functions from the federal to state governments, Meyer 
Kestnbaum, chairman of the Committee on Intergov- 
ernmental Relations, expressed doubt that much could 
be accomplished because “‘people find they can do better 
coming to Washington than they can going to their 
state governments for help. They find they get a better 
hearing from their congressman, a more sympathetic 
understanding, a better attitude and a broader outlook.” 


The Question of Program Adequacy and of 
Federal or State Responsibility 


Public | High- | Public | Employ- 
elfare ways Health s ment 
ecurity 
Total of states replying...... 32 26 22 Q1 
Adequacy of program 
AEMUaTE Tyner oe cutsgssiee° 9 1 7 6 
Inadequatese neon «ts: 17 15 10 8 
Reducecmricric shina oss 1 0 0 0 
Eliminate teense eee. are. 1 0 0 0 
Transfer responsibility 
Vesito:sbederals secre. ae 2 0 0 1 
Staleteuiessan ack of 8 4 9 
Eocalete eons sec 0 1 8 0 
Against transfer.......... 19 10 7 10 


Note: Replies to individual questions may not add to total for program because 
respondents did not answer all questions in every case 


Source: United States Congress, 85th Congress, Ist Session, House Committee on 
Government Operations, “Replies from State and Local Governments to Question- 
naire on Intergovernmental Relations,” June 17, 1957, p. 4 


As much to the point are the opinions of the governors 
who will be responsible for the success or failure of the 
proposals at the state level. The House intergovern- 
mental relations subcommittee, in its continuing study 
of intergovernmental problems, requested the views of 
the governors on various aspects of the federal grant-in- 
aid programs.? Out of forty-eight questionnaires sent, 
forty-two replies were received; of these, three contained 
no data and two states transmitted reports not specific- 
ally endorsed by the governors. The questionnaire re- 
quested that the governor list three or more of the most 
important programs and answer certain questions re- 
garding them. 

The programs viewed as the most important included 
those in the fields of public welfare, highways, public 
health and employment security (these four programs 
accounted for 82.6% of federal funds received by the 
states in 1956). Replies to part of the questionnaire are 
tabulated in the accompanying table. In all four cases, 
the majority of those replying favored an expansion of 
the programs, with a minority describing the programs 
as adequate and one opinion each for reduction and 
elimination. The majority opinion was also opposed to 
transfer of responsibility for the programs. The minority 
in favor of transfer was relatively substantial and opin- 
ion was evenly divided on the question of transfer for the 


1 Quoted in The New York Times, July 30, 1957, p. 16:6 

?U. S. Congress, House Committee on Government Operations, 
“Replies from State and Local Governments to Questionnaire on 
Intergovernmental Relations,” June 17, 1957 


public health program. With such a division of opinion, 
there appears little chance for either a slowing down of 
the grant programs or any substantial transfer of re- 
sponsibility from federal to state governments. 

But the committee is also looking to the future. New 
and unsolved problems exist which have or will require 
intergovernmental cooperation. These include such di- 
verse areas as school construction, metropolitan-urban 
governments, juvenile delinquency, higher education, 
and the conservation of water and other resources. Here 
the committee can make a meaningful contribution 
by proposing solutions acceptable at both levels of 


government. 
GeraLp J. BoyLe 


Division of Economic Studies 


1 The New York Times, December 6, 1957, reports that the Com- 
mittee’s recommendations have been presented to the President. In 
addition to programs for natural disaster relief, vocational education, 
and municipal waste treatment, the final report also includes advanced 
planning for slum clearance projects as a program suitable for full 
state responsibility. The programs recommended for transfer account 
for about $105 million annually and represent 3% of total federal 
grants to the states 
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Canada—General 


Andrew S. Beaubien, chairman, L. G. Beaubien & Com- 
pany, Ltd., Montreal; chairman, Investment Bankers Asso- 
ciation of America, Canadian Committee (The Commercial and 
Financial Chronicle, December 19)—“. . . It would not be 
surprising if [Canadian] capital expenditures in 1958 should 
show some decline from the exceptionally high figures at- 
tained in 1956 and 1957. The overcapacity of production, ap- 
parent in some industries (e.g., forest products and metals) 
will undoubtedly slow down expansion plans. In many fields, 
however, capital expenditures will continue on a very high 
level and in particular the natural gas, hydroelectric and 
uranium mining industries will continue to invest heavily in 
new facilities. The construction of the St. Lawrence Seaway, 
due to be opened for navigation in 1959, and many other 
public works should also require higher expenditures. 

“Thus the near-term outlook for [the Canadian] economy 
depends more than ever on the sustained level of consumer 
spending. So far this year personal expenditures for goods and 
services are higher than in any previous period. 

“In spite of the generally high level of economic activity, 
corporation profits are this year more than 4% lower than in 
1956. . . . The profits of some industries, particularly mining 
and lumber, were adversely affected by lower output and 
prices. All export industries were also affected by the higher 
premium on the Canadian dollar. . . . 

“1958 promises to be less favorable than the current year. 
The problems which face us are more or less similar in both 
our countries; a probable decrease in capital expenditure 
which during recent years sustained the economic boom: the 
fear that consumer spending will drop; and finally difficulties 
caused by the stringency of credit which has reached a degree 
unknown during the last twenty-five years. . . .” 
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Trend of Transportation Equipment Sales 
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RELATIONSHIP BETWEEN ORDERING AND SALES 


Part IIl— Transportation Equipment Industry 


EW ORDERS in the transportation equipment month lead which was appropriate for total durables. 


industry do not reveal the systematic lead over However, the level of the correlation coefficients for new 
sales that was found for other durables subindustries in orders and sales has not been improved appreciably by 
two previous articles in The Business Record. using the revised data. The combined effect of new 
In the earlier of these articles, the simple correlations orders leading sales by three, four and five months 
of new orders to sales in individual durables industries results in a multiple correlation coefficient of .61. Al- 
were plotted with various assumptions as to the lead of though this is an improvement over any simple correla- 
new orders. The highest association for transportation tion performed, it is still substantially lower than the 
equipment was attained with a two-month lead of new multiple correlation results for the other durables 
orders, but the correlation coefficient was only .42 at its subgroups. 
»eak. Using revised statistics? made available since then, The estimating equation! which best seems to de- 
. new lead-lag relationship for transportation equip- scribe the relationship between new orders and sales for 
vent has been developed. The maximum effect of new transportation equipment yields calculated sales figures 
Jers on sales is now found to occur with a five-month which conform in only a general way to actual sales 
-ad of new orders (r = .49). This relationship seems to statistics. Actual sales deviate from computed sales 
2 more realistic, since the production cycle of ships, within a range of plus 25% to minus 37% (see chart). 
silroad cars and aircraft—important products of the For fabricated metals and machinery, actual sales de- 
dustry —have a longer production time than the two- viated from calculated sales within a range of plus to 
minus 10% during the same period. Deviations in the 
September, 1957, p. 424; October, 1957, p. 454 primary metals industry, in general, did not exceed 
Although the revised data issued by the Se lagi sieht es 1 This equation, based upon monthly data from January, 1952, to 


merce did not affect the level and trend of aggregate durables statis- 


tics, sizable changes appeared in the transportation sector. For the June, 1957, is as follows: 


four-year period 1953-1956, transportation equipment sales were re- X, = 1,675 + .1183 Xs + .1318 Xs + .1743 Xz 
vised downward by a total of $4.5 billion. This was large enough to X, = sales (current month) ; 

offset the upward revisions for all other durables subgroups. Transpor- Xs = new orders (current month minus three) 
tation new orders also moved counter to the general revision and were X_ = new orders (current month minus four) 

cut back by a total of over $3.6 billion X7 = new orders (current month minus five) 
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Actual and Calculated Sales of the Transportation Equipment Industry 
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10%. (There were two major exceptions caused by the 
midyear steel strikes in 1952 and 1956.) 

Starting late in 1952, and continuing through the 
third quarter of 1955, actual transportation equipment 
sales ran above computed sales,’ as heavy order place- 
ments during the early stages of the Korean conflict 
were translated into shipments. There was a minor inter- 
ruption in late 1954 when actual sales fell below cal- 
culated sales (largely as a result of a reduction in motor 
vehicle sales). In 1956, calculated sales ran ahead of 
actual sales for several months, as a result of a heavy 
volume of orders placed with producers of aircraft, rail- 
road cars and ships. However, throughout most of 1957 
actual transportation equipment sales were above com- 
puted sales because of the sharp drop in the rate of 
incoming orders in recent months. (From August, 1956, 
the peak month of transportation equipment orders, to 
September, 1957, new orders fell off approximately 55%. 
This was by far the biggest decline registered in the 
durables subindustries.) This amounts to saying that 
the industry in these months was shipping substantial 
quantities against orders booked more than five months 
previously. 

The automobile industry plays an important part in 
shaping the over-all trend in transportation equipment 
sales—it constitutes roughly two thirds of sales volume 
for the group. Actual sales of the group as a whole thus 
seem to follow a broad two-year cycle which is coin- 
cident with that of the motor vehicle industry (see 
chart). However, calculated sales, which are a function 
of new orders, have an erratic pattern owing to the 
presence of the other components of transportation 
equipment (aircraft, ships and railroad cars). 

There seem to be two major reasons why the transpor- 
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tation equipment industry reacts differently from other 
durables subindustries. First, the production cycle, or 
lead time, of the nonautomotive products of the indus- 
try varies greatly, and the product mix is subject to 
abrupt changes (owing partly to the industry’s heavy 
participation in defense business). As a result, the 
average lead time on incoming orders fluctuates erratic- 
ally. Secondly, the relatively small number of equipment 
buyers in the nonautomotive part of the market leads to 
widely distributed and irregular placement of orders. 


Freight Cars 


In examining the association between freight-car 
orders and deliveries, actual numbers were used, since 
dollar figures comparable to Department of Commerce 
aggregate industry totals are not available. It was also 
necessary to omit the last seven months of 1955 from 
the calculations, in order to get a meaningful relation- 
ship between orders and shipments. An abnormal up- 
surge in the ordering of railroad equipment occurred 
during this period, as buyers sought to take advantage 
of rapid amortization certificates for freight cars ordered 
before December 31, 1955. Over 150,000 freight cars 
were ordered in the last half of 1955—about four times 
more than in the whole of 1952, 1953, 1954, or 1956. 

The correlation between freight-car new orders and 
shipments shows no substantial association when the 
exceptional period discussed above is included in the 
calculations. Excluding this abnormal time period, an 
r value of .41 is achieved with new orders leading ship- 
ments by four months. The correlation between these 
two series is raised to .55 by taking the combined effect 
of three months of new orders (new orders leading by 
two, three and four months) upon current shipments. 
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When freight-car shipments are calculated on the 
, basis of the multiple regression equation! thus devel- 

oped, the deviations from the actual series are large, and 
depart from the pattern of deviations for durables indus- 
tries as a group. In 1952, when actual total durables sales 
were below computed sales (apparently reflecting a sub- 
stantial change in the mix of new orders during this 
period) actual freight-car sales ran ahead of computed 
sales. During 1954 and 1955, when actual durables ship- 
ments rose above calculated shipments, calculated 
freight-car shipments were consistently above their 
actual level, denoting a delay in the filling of orders 
because of material shortages. 

However, freight-car shipments have begun to con- 
form to the pattern of total durables in recent months. 
New orders for freight cars were coming in at a rate of 
about 4,000 cars per month in 1957; this is 50% below 
the rate of shipments. From December, 1956, to Oc- 
tober, 1957, actual shipments ran well above calculated 
shipments; and backlogs were cut from 118,000 to 
67,000. 


Aircraft 


For the aircraft industry, new orders and sales sta- 
tistics have been related to each other on a quarterly 
basis in order to smooth the extreme irregularity of new 
orders. The highest simple correlation coefficients were 
found to be .52 and .49 when new orders were assumed 
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to lead sales by one quarter and by four quarters, re- 
spectively. The degree of association between these two 
series was improved (r = .64) when the combined effects 
of these two quarters of new orders were used with 
current-quarter sales. The choice of these two widely 
separated time periods was necessary for an improved 
multiple regression equation.? The effect of combining 
the current quarter minus one and the current quarter 
minus two or three added nothing to the over-all 
relationship. 

A major part of activity in aircraft is generated by 
defense needs, and aircraft orders reflect changes in 
long-term procurement programs of the government. 
Orders emanating from private industry are also likely 
to be the result of long-term planning. Once government 


(Continued on page 33) 


1 This equation, based upon monthly data from January, 1952, to 
June, 1957 (excluding the months June, 1955, to December, 1955) is 
as follows: 

Xi = 3,034 + .2702 X4 + .2723 Xs + .2863 Ke 
Xi = shipments (current month) 

X, = new orders (current month minus two) 

Xs = new orders (current month minus three) 

Xs = new orders (current month minus four) 

2 This equation, based upon quarterly data from the third quarter 

of 1952 to date, is as follows: 
X, = 1,519 + .1420 Xs + .1623 X, 
X, = sales (current quarter) 
X3 = new orders (current quarter minus one) 
X_ = new orders (current quarter minus four) 
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GNP and Commodity Trade: United States and Canada 
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A LONG LOOK AT CANADIAN TRADE 


ANADA is the best trading customer of the United 
States, but she also retains traditional economic 
ties with the United Kingdom. Although develop- 

ments of the postwar period have weakened the eco- 
nomic ties with the latter country, there is a feeling 
among many Canadians that it would be desirable to 
rebuild the relationship as far as possible, and so lessen 
the enormous dependence of Canadian trade upon the 
United States. 

This feeling has gained added impetus from the recent 
announcement of a Commonwealth Economic Confer- 
ence to be held during 1958. Meanwhile, a complicating 
factor has arisen in the formation of the European 
Economic Community, and British proposals for an 
associated free trade area. The consequences of the new 
alignment in Europe in conjunction with her close asso- 
ciations with the United States, are important not only 
to Canada, but to many American interests as well. 

Canada has risen, in the ninety-year span of her na- 
tional life, from a total external trade of less than $120 
million in 1867-1868, to become one of the great trading 
nations of the world. She now ranks next to the United 
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States, the United Kingdom and West Germany, with a 
total value of exports and imports of more than $10.5 
billion in 1956. 

Taken on a per capita basis, this achievement is even 
more striking. Canada’s per capita trade is approxi- 
mately $655 against $395 for the United Kingdom, $270 
for West Germany, and $195 for the United States, 
inclusive of military aid. Whereas United States exports 
of $19 billion in 1956 amounted to less than 5% of that 
country’s gross national product and her imports of 
$13.75 billion to slightly more than 3%, Canada’s $4.8- 
billion exports and $5.7-billion imports represented 
more than 16% and 19% of Canadian GNP. In propor- 
tion to GNP in either country, Canada’s trade with the 
United States today represents a ratio that is over 
twelve times greater than that of the United States 
with Canada. 

Of course percentages of gross national product do not 
tell the whole story. Even though Canada’s exports to 
the United States may represent a relatively small 
proportion of the latter’s GNP, it does include certain 
products—asbestos, for example—upon whose constant 
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supply an American industry maybe completely de- 
pendent. Other United States industries—newsprint 
and certain metals are prime examples—rely on Can- 
ada as the main supplier of their raw materials but 
obtain some of their supply at home. Nevertheless, it is 
quite easy to see that Canada is much more dependent 
on foreign trade than is the United States, and much 
less independent of the whims and vagaries of her cus- 
tomers and suppliers. 

Canada’s vulnerability is increased by the fact that, 
although she carries on trade with most of the great 
nations of the world, none, except the United States and 
the United Kingdom, accounts for more than 5% of total 
Canadian trade. In 1956, the United States and the 
United Kingdom together took 76% of all her exports 
and supplied 8114% of her imports—leaving only 24% 
of exports and 1814% of imports to be accounted for by 
all other countries combined. 


NATURAL TRADE CHANNELS 


This dependence of Canada upon trade with the 
United States and the United Kingdom is as old as 
Canada herself. In the year following Confederation the 
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same two nations accounted for 90% of her imports and 
almost 90% of her exports. Reasons for such dependency 
are not too hard to fathom. The Canadian economy 
has grown largely on the development of resources in 
excess of domestic requirements and has always de- 
pended on external markets large enough to justify the 
high costs of initial development. When looking for 
markets, therefore, Canada quite naturally turned to 
the fast-growing Republic below the border for reasons 
of geography, and to Great Britain because of her his- 
torical relationship with that country. 

Canada vis-a-vis Britain, of course, had the added 
attraction of complementary economies. Britain was 
scarce of raw materials and was unable to grow sufli- 
cient food with which to feed her teeming industrial 
population, whereas Canada had great quantities of 
both raw materials and food to spare. Although at that 
time the United States was amply endowed with natural 
resources, their uneven regional distribution made it 
profitable to the developing American economy to ac- 
quire certain commodities via a north-south line of dis- 
tribution from Canada rather than via an east-west line 
from other parts of the United States. 


Growth of Canadian Trade Since 1868 
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I. Canadian Foreign Trade in Agriculture 
Total Exports of Farm Products 
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The pattern of United States-Canadian trade worked 
to the mutual advantage of both countries. Canadians, 
however, were painfully conscious of the fact that the 
United States economy was competitive with their own, 
and that the north-south flow of goods could greatly 
diminish if, at any time the United States government 
might decide that political or other considerations out- 
weighed pure economic advantage. And while Cana- 
dians were equally reluctant to become unduly de- 
pendent on Great Britain, they were comfortably con- 
scious that the larger proportion of their trade absorbed 
by that country served as a cushion against any cutoff 
below the Border. They were also aware that the pros- 
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pect of a large volume of trade with the British meant 
the development of Canadian transportation facilities, 
whereas the north-south trend of trade with the Amer- 
icans meant the almost exclusive use of American 
railways and other forms of transportation. 


FIRST STEPS TOWARD PROTECTION 


Anticipating the possibility of United States trade 
barriers against Canadian goods, the first Canadian 
government was most anxious to renegotiate a reci- 
procity treaty that had been in force from 1854 to 1866 
under the colonial regime of Upper and Lower Canada. 
Such a treaty would guarantee free movement of goods 
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ll. Canadian Foreign Trade in Agriculture 
Exports of Farm Products Excluding Wheat and Flour 
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in both directions, but the United States refused to tural producers, her fledgling manufactures, and her 
make any such commitment. When Canada turned to national transportation system. 


the United Kingdom seeking special privileges in the 
British market, the results were no better, for the 
United Kingdom was at that time committed to Free 
Trade and would not consider the imposition of duties 
on non-Empire goods as Canada had proposed. Canada 
thereupon proceeded, in 1879, to erect rather substantial 
tariff barriers of her own in order to protect her agricul- 
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By the beginning of the twentieth century the British 
had changed their minds about import duties, under the 
impetus of sharing their early industrial predominance 
with the newly industrialized countries of Europe and 
Asia, and of the United States. Canada was now suc- 
cessful in working out a system of Imperial preferences 
with Britain which provided special treatment for Cana- 
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dian exports in return for a reduction of Canada’s 
domestic tariffs against British goods. 

On reopening negotiations with Washington in 1911, 
the Canadian government found the United States 
willing to embark on a reciprocity treaty. But public 
opinion had changed by then, and Canadians, fearing the 
effect on Canadian industry of opening up the Canadian 
market to the United States, now voted out of office the 
government which had made the reciprocity proposal. 
However, this sentiment softened over the period of the 
First World War, and in the prosperous days of the 
1920’s Canada agreed to a general lessening of barriers, 
without extending the existing Imperial preferences. 


TRADE TRIANGLE 


Meanwhile, the direction of Canada’s import trade 
had changed. From being predominantly of British 


TO UN 


Source: Dominion Bureau of Statistics 


origin, imports had shifted to a United States bias in the 
early 1880’s (see dual charts); ever since that time, by 
far the greater proportion of Canadian imports have 
originated in the United States. This continued to be 
the case despite the efforts made to reverse that trend in 
the early 1930’s. As for exports, they continued to be 
very much higher to Great Britain than to the United 
States, except for one or two years, right up to the early 
1920’s; in that period they became more or less equalized. 

During the period from 1921 to 1926, an average of 
77% of total Canadian exports went to the United States 
and the United Kingdom combined, with the former 
country taking 39% and the latter 38% of the total. 
During the same period only 17% of total Canadian 
imports came from the United Kingdom, while 67% 
were of American origin. Clearly this involved a con- 
siderable trade deficit with the United States, and 
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Canada paid her debts in sterling accruing from her 
favorable trade balance with Empire countries as well as 
from heavy British investment in Canada. Of course it 
all depended upon the underlying basis of multilateral 
world trade and freely convertible currencies—an im- 


possibility today. 


UNITED STATES INCREASES TARIFF... 


At the time of Confederation the United Kingdom was 
the leader in world commerce and foreign lending, and in 
imports alone bought abroad more than three times the 
quantities purchased by the United States. Following 
the First World War, the United States emerged as the 
great creditor nation. Notwithstanding its new creditor 
status, she proceeded to restrict her imports by means 
of three tariff increases, the first in 1921, the second in 
1922, and culminating in 1930 with the hard-hitting 

) Smoot-Hawley tariff. This latter measure was severely 
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felt in Canada where it sparked an immediate demand 
for retaliation. 


. . « AND OTTAWA RETALIATES 


The newly elected Conservative government of 1930 
heeded the demand with legislation designed to give 
added tariff protection to a large number of industries, 
but perhaps especially to textile and metal products, as 
well as to some segments of livestock and animal prod- 
ucts. The Canadian government then revived the old 
question of extending preferential trade with the United 
Kingdom and the other Commonwealth countries. The 
result, in 1932, was the Ottawa Empire Economic Con- 
ference, which secured for Canada preferences in the 
British market for agricultural, fish and forest products 
and nonferrous metals. Canada also concluded agree- 
ments with some other Commonwealth countries, in- 
cluding Australia, New Zealand and South Africa. An 
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extra significance is discernible in these agreements be- 
cause of the special privileges they extended to the 
products of Canada’s secondary manufacturing indus- 
tries. Such privileges represented to Canadian manufac- 
turers an encouraging departure from the emphasis on 
raw materials and semifinished goods which were the 
focal points of Canadian trade with the United King- 
dom and the United States. 


EFFECTS OF IMPERIAL PREFERENCE 


Canadian policy at the Ottawa Conference was de- 
signed to divert import trade from the United States 
to the United Kingdom, as well as to increase Canadian 
exports to the latter country. In many cases preferences 
on British goods were not changed, but the general 
duties which applied to United States goods were in- 
creased. Perhaps because of the rates already imposed 
by the Smoot-Hawley tariff, perhaps because of the 
change in American trade policy following the 1932 
election, the United States took no retaliatory action 
with regard to this scheme. Canada did succeed in 
diverting to the United Kingdom many products for- 
merly sold to the United States, with the result that the 
proportion of total exports going to Great Britain rose 
from 27% in 1930 to almost 42% in 1935, and continued 
to remain at that proportion until 1939. (Contributing 
were the earlier recovery of Great Britain and the rela- 
tive stability of sterling during this period, factors which 
encouraged Britain to buy abroad.) The effect on 
Canada’s imports was less impressive—imports coming 
from Britain rose from 16% of total imports in 1930 to 
24% in 1933, but dropped back to 22% in 1934 and 21% 
in 1935; thereafter they continued to drop until, by 
1939 and the outbreak of the Second World War, im- 
ports from the United Kingdom had declined to 15% of 
the Canadian total. 


TARIFF BARRIERS LOWERED 


By the middle thirties, Canadian authorities had be- 
come convinced that they could not set back the clock. 
The proportion of American imports was returning to 
its former high level and it was clear that the greatest 
potential market for Canadian exports existed in the 
United States. In addition, a new government in Ottawa 
had questioned the wisdom of continuing its predeces- 
sor’s tariff policy into the recovery era, although it may 
have been a significant factor in enabling some Canadian 
manufacturing industries to survive the depths of the 
depression. New trade negotiations between Ottawa and 
Washington led to the Canada-United States Agree- 
ment of 1935, by which Canada extended most-favored- 
nation treatment (7.¢., equivalent to any other non- 
British country) to American goods, in return for 
concessions on such items as newsprint, farm machinery, 
metals, lumber, fish, potatoes, and cattle and dairy 
products. 

The agreement was renegotiated in liberalized form in 
1938, and at about the same time Canada moved to 


reduce the preferential treatment hitherto accorded the 
United Kingdom and other Commonwealth countries. 
With the enactment of these pieces of legislation, 
Canada had taken a definite step away from her previ- 
ous policy of high protection. 


WIDENING THE TRADING ORBIT 


Canada’s action in negotiating the removal of tariff 
barriers during the late thirties was probably motivated, 
in some degree at least, by the fact that, about ten 
years earlier, she had discovered the rest of the world 
beyond the United States and Britain and the Com- 
monwealth to be a potentially important factor in a 


Leading Countries in World Trade 


Exports (f.o.b.) Imports (c.i.f.) Total Trade 
Country 
1955 1954 1955 1954 1955 1954 
Value of Trade (Millions of United States Dollars) 
United States..... 15,553! 15,110! 12,368 11,108 27,921! 26,2181 
United Kingdom.. 8,468 7,771 10,881 9,447 19,349 17,218 
Germany*......... 6,185 5,248 5,793 4,571 11,928 9,819 
Canadace sees 4,763 4,427 5,165 4,549 9,928 8,976 
France. ......%.+. 4,798 4,181 4,688 4,221 9,486 8,402 
Netherlands. ..... 2,688 2,414 3,208 2,858 5,896 5,272 
Belgium and 
Luxembourg.... 2,776 2,300 2,830 2,535 5,606 4,835 
Ttalyeencemanie cee 1,857 1,638 2,706 2,439 4,563 4,077 
SEDAN ee ee ee 2,011 1,629 2,471 2,399 4,482 4,028 
Australia. 22-0082 1,750 1,656 2,160 1,869 3,910 3,525 


World trade’. ... 84,148 77,417 88,898 79,415 173,046 156,832 


1Includes military aid extended to other countries 
2 Federal Republic 


# Exclusive of China, U.S.S.R. and eastern European countries not reporting trade 
currently 


Source: International Monetary Fund; Dominion Bureau of Statistics 


growing and diversified trade. The government at 
Ottawa had acquired the right to make separate treaties 
as early as 1878, and the right to withdraw from British 
treaties some twenty years later, but successive admin- 
istrations had been satisfied to concur in trade treaties 
specifically designed for the United Kingdom. Up to the 
time of the First World War, the only significant trade 
treaty actually negotiated by Canada was with France, 
so that “other countries” were predominantly Common- 
wealth countries other than the United Kingdom. Even 
on the brink of World War I, the proportion of Cana- 
dian exports going to non-Empire countries exclusive of 
the United States was little more than 7%. 

During the 1920’s Canada finally entered into trade 
negotiations on her own behalf with several European 
and Eastern countries. By 1927, more than 27% of 
total Canadian exports were being sent to countries 
other than the United Kingdom and the United States, 
with 19% of the total, or more than two thirds of the 
“other countries” component, being non-Empire. Of the 
18% of total imports coming from non-United States 
and non-United Kingdom sources, roughly the same 
proportion (13%) of the total was non-Empire. Canada 
was beginning to diversify her trading partners. There 
remained only the Latin American markets, and agree- 
ments with the major South American countries were 
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signed in the late thirties and early forties. The United 
5, States, too, had been tardy in signing trade agreements 
' with her neighbors to the South; and in many cases 
Canada was able to obtain trading concessions granted 
to the United States only a year or two earlier. 


POSTWAR SEQUENCE 


During the decade following the Second World War, 
Canadian policy has been directed towards restoration 
of multilateral trading. As one of the original signatories 
of GATT" she has for the most part endeavored to up- 
hold the spirit as well as the letter of that Agreement. 
Unfortunately, however, in the new era of exchange 
control and nonconvertible currencies, the old methods 
of settling trading balances no longer operate freely. 

Britain and the Commonwealth countries, and many 
other countries as well, have been unsuccessful in mod- 
erating to any great degree the stringent import restric- 
tions imposed at the end of the war in order to conserve 
scarce dollars. These, of course, have served to lessen the 


1 The General Agreement on Tariffs and Trade 


Business Bookshelf 


The American Business System; a Historical Perspective. 
1900-1955—A study of the importance of the institutions 
of business and the role of entrepreneurship in the economic 
growth of the United States, presenting a history of busi- 
ness forms and business actions in relation to technological 
and industrial change. By Thomas C. Cochran. Harvard 
University Press, Cambridge, Massachusetts, 1957, 227 pages. 
$4.76. 


Antitrust in Perspective, The Complementary Role of Rule and 
Discretion—In a series of three essays, originally presented 
as lectures at the University of Buffalo School of Law, the 
author considers the judicial development of the rule of 
reason approach to antitrust problems and the shifting 
balance between rule of reason and per se standards applied 
by the United States Supreme Court in exclusive dealing 
and merger cases. By Milton Handler. Columbia University 
Press, New York, 1957, 147 pages. $3.00. 


Contemporary American Marketing—Readings on market- 
ing culled from articles appearing in various business maga- 
zines. Included are sections on the nature and scope of 
marketing, the market, products and product lines, channels 
of distribution, wholesaling, advertising and personal selling, 
price strategy, and legislation affecting marketing. Edited 
by H. W. Boyd, Jr., R. M. Clewett, and R. Westfall. Richard 
D. Irwin, Inc., Homewood, Illinois, 1957, 305 pages. $5.95. 


Social Science in Public Relations—The text explores how the 
findings of social science research can be profitably applied 
to the solution of public relations problems. The author 
analyzes and discusses the special leadership requirements 
that he considers essential for successful public relations. 
By Rex F. Harlow. Harper & Brothers, New York, 1957, 208 
pages. $3.50. 
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demand for Canadian exports to such areas, particularly 
in view of the fact that Canada has not been especially 
successful in increasing her imports from the same areas, 
thereby adding to scarce dollar reserves which could be 
used for the purchase of Canadian goods. (Actually, 
Canada has probably not lost her share of the total 
import market of the United Kingdom. Under the im- 
pact of postwar reconstruction and balance of payment 
problems, Great Britain has been forced to effect a 
drastic curtailment in imports and Canada has suffered 
proportionately.) 

Faced with the tremendous postwar problem of incon- 
vertibility and deprived of some of their traditional out- 
lets, many Canadians have felt a resurgence of the old 
uneasiness about undue dependence on one country. 
This uneasiness has been aggravated by American 
quotas and tariffs, imposed or threatened, with respect 
to such Canadian primary products as cattle, wheat, 
base metals and oil, in a situation where American tariff 
policy has tended to restrict imports from Canada to 
primary and semimanufactured commodities. 

Considerations such as these, coupled with sensitive 
awareness of the immensely greater economic power of 
her neighbor, have led Canada’s new government to seek 
a broader foundation for commercial prosperity. As part 
of this search Prime Minister Diefenbaker has proposed 
another Commonwealth Economic Conference, following 
up his proposal with the aspiration that he would like to 
see 15% of Canada’s imports diverted from the United 
States to the United Kingdom. 


Barsara HENNEBERRY 
Canadian Office 


Transportation Equipment Industry 
(Continued from page 25) 


or a private air line places an order it may be out of the 
market for an indefinite, and usually considerable, 
period. And since the total number of buyers in the 
aircraft market is small in any event, the distribution 
of new orders fluctuates widely. 

With a few exceptions, the sales figures calculated 
from the regression equation pursue a course generally 
comparable to the actual sales data, as estimated by 
the Bureau of the Census. However, the two series 
depart notably in the second half of 1952 and continuing 
through the first quarter of 1954, when computed sales 
ran substantially higher than actual sales. The reverse 
situation exists today; actual sales have been running 
above calculated sales since the second quarter of 1956. 
It would appear that reductions in ordering rates by the 
Department of Defense are largely responsible for the 
current deviation. 

HyMAN STEINBERG 


Division of Business Analysis 
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SELECTED BUSINESS INDICATORS 


Series 


industrial production 
Total 
Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities 
Farm commodities 
Industrial commodities 


Consumer prices 
All items (NICB) 
Food (NICB) 
All items (BLS) 
Food (BLS) 


Prices received and paid by farmers 
Prices received 
Prices paid! 
Parity ratio? 


Employment and unemployment (Census)? 
Total labor force 


Civilian employment 
Nonfarm employment 
Unemployment 


Nonfarm employment (BLS) 
Total 
Employees in manufacturing 
Employees in nonmanufacturing 
Production workers in durables manufacturing 


Production workers in nondurables manufacturing. . 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing... ., 
Durables manufacturing 
Nondurables manufacturing 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Personal income 


Labor'incomes< ade. eee ae ss 
Other income 


Instalment credit 


New construction 
Total ce cteretessvanece é 


Business sales and inventories 
Total inventories. ... 
Total sales 
Manufacturing inventories.... 
Manufacturing sales...... : 
Retail inventories. ... 
Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories arc curm cet ota : 
Salesijer te fetta ne 5 
Inventory-Sales ratio 


Durables mfg.: Sales and inventories 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 


sees Cee ee eer eeeeeeseesesses 


1947-49=100 S 
1947-49=100 S 
1947-49=100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953=100 
1953=100 
1947-49 = 100 
1947-49 = 100 


1910-14=100 
1910-14=100 
1910-14=100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons S 
Thousand persons S 
Thousand persons S 
Thousand persons S$ 


Thousand persons S 


Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion dollars S A 


Billion dollars S A 


Million dollars S 
Million dollars S 
Million dollars 


Million dollars S A 
Million dollars S A 
Million dollars S A 


Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 


Million dollars S$ 
Million dollars S 


Million dollars S 
Million dollars S 


Million dollars S 
Million dollars RY 


Millions dollars § 
Millions dollars S 
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Novemberp 


1957 


October 


733,504 


748,492 
733,972 


716,884 


91,000 
55,700 
54,072 
28,040 
24,190 


16,714 


10,960 
5,612 
1795 


13,230 
11,102 
1.19 


31,744 
13,943 
2.28 


22,328 
14,097 
1.58 


September | November 


733,415 


747,736 
733,528 
16,704 


791,300 
56,300 
754,166 
728,215 
724,360 
16,919 


711,120 
5,722 


ry 1.94 


713,240 
11,197 
1.18 


731,820 
714,132 
2.125 


722,346 
714,083 
7 1259 
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1956 


46,728 
33,864 
17,616 


87,8005 
55,9005 
51,7516 
28,6965 
23,3206 


15,8965 


10,0905 
5,490b 
1.846 


13,2306 
10,4065 
1.27b 


30,2325 
14,3936 
2.106 


21,519b 
14,303b 
1.506 
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Page“ Series 


Merchandise exports and imports 
Exports® 
imports 


49 
51 


Federal budget receipts and expenditures 
Defense expenditures’ 


Wis eRCNS & Tete S=0):8\e) als 6 ere. 6.0 & 8) @ wee 6 


53 “deed wunieneg 


ee ary 


Bank foans, investments and reserves 
PSOATIS UAE S cent tay cio </tiaaieien thrskc hace 


ee? 


ISOITOWMIN GS sas oe cassis hid arene woos 
Excess reserves!® 
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Diffusion index 
ENAUETIAICPYOAUCHION tie cloreia cris oes aveigis:vis esas es 
PN ANSIONGIT OK hy etc tere ia¥e0 wie ascent siSaiocec 6 leis 
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Eight sensitive business indicators 
Residential building Contracts. sco % <arelosancisie ok aren 
Nonresidential building contracts................. 
INOW ONCETS ( OULADIOS 60) <) ui sie a: wveye oie abers, 4 si ope a spe 
PA VEXABG WORK) WOOK nels is ars eke) « aie ssieueigne © ciesctelahecsiewicrs 
PEN COTIAINIEIFICER clos cs se ¢ oes ee nslee occas 
SSLOCK TPICER. MNGUSETIAIS soc 5 0.6 oc be.arsio aonicre aed aceie vi 
Deny IREOPAOLATIONS cf cic c <2 o's esis alajo dere a ode sie See's 
PUBINIONS SATUITES He Ae ves hh Pe Stee eis 6S evade ewes 
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Chartbook 
Page“ 


Gross national product 


7 


Change in business inventories 
Final demand® 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tur ConFERENCE Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F, W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. rc : ie ¢ : 

1 Includes interest, taxes and wages, ? Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample, 4 Excludes personal contributions 
to social security, included in components. § Includes wages and salaries and “other 
labor income.” ® Includes grant-aid shipments. 7 Military functions of the Defense 
Department. § Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1° All member banks, 
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1957 1956 


Unit 


Novemberf| October September] November 


Million dollars n.a 1,673 1,541 1,672b 
Million dollars n.a 1,141 r 1,007 1,121b 
n.a PS 32 3s r 534 5506 
Million dollars 3,063 3,216 3,036 3,250 
Billion dollars n.a 223.0 220.9 216.6) 
Billion dollars S n.d. 134.2 133.9 134.2b 
TS Stee $1.4 50.9 48.8 
es 22.4. | lewa2ey 23.7 22.4 
Million doliars n.d. 80,155 80,608 76,581b 
Million dollars n.d. 60,320 58,797 59,862b 
Million dollars 819 789 396 518 
Million dollars 741 r 376 —295 489 
Million dollars 31,727 32,027 32,334 30,354 
1947-49=100 S$ 139 r 141 144 146 
tt S —3.25 —2.42 —2.25 —0.67 
Fifa: 32.79 36.04 38.46 49.20 
Thous. sq. ft. fl. sp. S 75,124 78,319 86,634 68,741 
Thous. sq. ft. fl. sp. S 54,334 50,893 55,063 53,950 
Million dollars S n.d. 12,350 712,519 14,3126 
Hours S$ 394 39.3 39.9 40.4 
1947-49 = 100 84.5 84.8 87.3 92.7 
1941-43=10 43.42 44.87 48.17 48.84 
Number S 10,692 11,732 12,143 11,245 
Number S 1,227 1,136 1,214 1,045 


1957 


ITI II I 
Quarter Quarter Quarter 


III 
Quarter 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S$ 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


oi ee 


Billion dollars S 
Billion dollars S 


Million dollars 
Million dollars 
Million dollars 
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Billion dollars S 


21,186 
18,121 


— 2,533 1,646 


11 From Federal] Reserve Banks. 1? Weekly neporting: member banks. ' Gross national 
product, less change in business inventories, ‘For fiscal year beginning July 1. 
S-seasonally adjusted. A—annual rate. For the [V Quarter of 1957, revised anticipated 
outlays are: Total, 37.47; petetiet 16.16; and Nonmanufacturing, 21,31. 
For the I Quarter of 1958, they are: Total, 35.52; Manufacturing, 14.96: and Non- 
manufacturing, 20.56. b-October, 1956 for monthly data; I1 Quarter 1956 for quarterly 
data. p-preliminary. r-revised. * End-of-month inventory. divided by sales during 
the month. + Debits (annual rate) divided by deposits. tt Diffusion index stated as 
the average duration in months of expansion or contraction, .a.-Not available. 
4 Chartbook of Current Business Trends, (Fourth Edition), Taz Conrsrencr Boarp, 
1957. Copies available to Board Associates on request. 


Announcements of Mergers and Acquisitions — November 11, 1957 —December 10, 1957 | 
Peete res en ee RS a ee 


Acquirer 


Description and assets in millions | Description and assets in millions | Description and assets in millions 


ABC Vending Corp. ($16.7) 
Automatic vending machines 
distributor and operator 

Air Products, Inc. ($19.4) ‘ 
Industrial gas-producing equip- 
ment mfr. 

Allied Paper Corp. ($18.5) 

Book, specialty paper and news- 
print mfr. 


Aluminum & Chemical Corp. (n.a.) 


American Can Co. ($499.8) 
Metal and fiber containers mfr. 


American Cement Corp. ($68.6)? 
(Formed by merger of) 


American Logging Tool Corp. 


n.d. 
(sub. of Broderick & Bascom 
Rope Co.) 

Logging tools mfr. 


American-Marietta Co. ($144.8) 
Protective coatings and concrete 
products mfr. 


Archer-Daniels-Midland Co. 
($108.8) 
Linseed oil producer and soy 
bean oil and by-products proc- 
essor; alfalfa and soybean flour 
storage and sales 


Associated Seed Growers, Inc. 
($12.0) 
Seed grower and distributor 
Beckman Instruments, Inc. ($21.9) 
en analytical instruments 
mnfr, 


Bell & Howell Co. ($36.3) 
Photographic and sound equip- 
ment mfr, 


Black-Clawson Co. ($33.2) 
Se and pulp mill machinery 
infr, 


Bonnie Dog Food Co. (over $.1)8 
Dog foods mfr. 


Botany Mills, Inc. ($41.6) 
Venere cosmetics, jewelry, etc. 
r. 


Bristol-Myers Co. ($57.5) 
Proprietary and ethical drugs 
and toiletries mfr. 


Acquired Unit 


Confection Cabinet Corp. 
(Thirty subsidiaries of) (n.a.) 


Kemsco, Ine. (n.a.) 
Gas liquefaction equipment mfr. 


Mercury Envelope Co. (n.a.) 


Vico International, Inc. (over $.1)* 
Automatic zipper producing 
equipment mfr. 


Marathon Corp. ($160.3) 
Pulp, paper, paperboard and 
fabricated paper products mfr. 


Hercules Cement Corp. ($17.3) 
Cement mfr. 


Peerless Cement Corp. ($20.0) 
Cement mfr. 


Riverside Cement Co. ($31.2) 
Cement mfr, 


Rixford Mfg. Co. (over $.1)* 
Axes and scythes mfr. 


Niagara Concrete Pipe, Ltd. (n.a.) 


Drackett Co. 
(Soybean plant of) (n.a.) 


F. H. Woodruff & Sons, Inc. 
(over $1.0)* 
Seed grower 


Arnold O. Beckman, Inc. 
(over $1.0)* 
Industrial oxygen meters and 
anodyzers mfr. 


Inserting & Mailing Machine Co. 
(over $.1)* 

Automatic inserting and mailing 
machines mfr. 


Sutherland Refiner Corp. 
(Breaker trap and _ pressure 
washer business of) (n.a.) 
Pulp refining machinery mfr. 


Old English Co., Inc. (n.a.) 
Dog foods mfr. 


Smartee, Inc. (n.a.) 
Knitted sportswear mfr. 


Grove Laboratories, Inc. 
(over $1.0)* 
Proprietary medicines mfr. 


Acquirer 


Canadian Curtiss-Wright Ltd. 


n.d.) 
(Formed by merger of) 


Carpenter Steel Co. ($42.7) 
Steel mfr. 

Chickasha Cotton Oil Co. ($21.4) 
Cotton seed oil and cotton pred- 
ucts mfr. 


Cities Service Oil Co. (n.a.) 
(Sub. of Cities Service Co.) 


Cohu Electronics, Inc. (n.a.) 


Consolidated Controls Corp. (n.a.) 
(Sub. of Consolidated Diesel 
Electric Corp.) 


Crucible Steel Co. ($171.8) 
Steel mfr. 


Damon Creations (n.a.) 
Men’s fashion house 


Dumont-Airplane & Marine In- 
struments, Inc. ($2.4) 
Precision radio instruments and 
capacitors mfr. 


ElectricStorage Battery Co. ($68.5) 


Electric storage batteries mfr. 


Federal Pacific Electric Co. ($30.5) 
Electrical control and distribu- 
tion equipment mfr. 


Franklin Research Corp. (n.a.) 


Electronic goods, synthetic tex- 
tiles mfr. 
William Gegenheimer Co., Inc. 
(n.a.) 
Gera Corp. ($30.3) 
(Sub. of List Industries) 
Electronic tubes and fabrics mfr. 
Gunther Brewing Co. (over $.1)* 


Heil-Quaker Corp. (n.a.) 
(Newly formed) 


Home-heating and _air-condi- 


tioning products mfr. 


Acquired Unit 
Description and assets in millions 


Curtiss-Wright of Canada, Ltd. 


(n.a.) : 
(Sub. of Curtiss-Wright Corp.) 
Isotope Products Ltd. ($.8)* 
Radioactive isotope instruments 
mfr. 


Northeastern Steel Corp. ($17.2) 
Steel mfr. 


Frank’s Food Stores 
(Two Oklahoma food stores of) 
(n.a.) 


Pratt Food Stores 
(Fifteen Oklahoma food stores 
and one Texas food store of) 


(n.a.) 


Atlanta Gas Co. 
(Gasoline plant of) (n.a.) 


Millivac Instruments Corp. 
(over $.1)* 
Electronic instruments mfr. 


Volkers & Schaffer, Inc. (n.a.) 
Electronic instruments mfr. 


Manning, Maxwell & Moore, Inc. 
(Business and certain assets of 
Aircraft Products Div. of ) (n.a.) 


Rem-Cru Titanium Ine. 
(50% interest, purchased from 
Remington Arms Co., Inc., in- 
creasing ownership to 100% of) 
(n.a.) 
Titanium mill products mfr. 


Barkley Ltd. (n.a.) 
Men’s fashion house 


Le John Mfg. Co., Inc. (over $.1)* 
Fans, blowers, hair dryers mfr. 


Ray-O-Vac Co. ($19.7) 
Flashlights and flashlight bat- 
teries mnfr. 

Roller-Smith Co. (over $1.0)* 
Precision electrical instruments 
mfr. 

Fullerton Mfg. Corp. (over $.5)* 
Commercial _lighting-fixtures 

Ts 
International Press Cleaner & Mfg. 
Co. (n.a.) 

Triplex Corp. of America ($2.9) 

Aluminum pistons mfr. 


Fort Pitt Brewing Co. (n.a.) 


Heil Co. 
(Central-heating and air-con- 
ditioning div. of) (n.a.) 


Florence Stove Co. 
(Quaker Mfg. Co. div. of) (n.a.) 


1 See The Conference Board Business Record, November, 1957, for sources and methods used. .. . The descriptions carried under the Dixie Bearings, Inc., acquisition of Southern Bearing 
Co. in The Conference Board Business Record, November, 1957, should read “Bearings distributor” 


* Estimated minimum capital from “Thomas’ Register of American Manufacturers, 


1957” 


2 Pro forma combined balance sheet, August 31, 1957, Moody’s Industrials, Decem- 


ber 6, 1957 


3 Estimated minimum capital from “Thomas’ Wholesale Grocery and Kindred 


Trades Register, 1954” 


4 The Financial Post Survey of Industrials, 1957 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 


Acquired Unit 


Description and assets in millions| Description and assets in millions 
ee 


Hercules Motor Corp. ($14.9) 
Gasoline and diesel engines mfr. 


Herrmann-Herzman, Inc. (n.a.) 
(Formed by merger of) 


Hertz Corp. ($72.1) : 
Automobile and truck rental 
concern 


Howard Industries, Inc. ($1.6) 
Electric motors mfr. 

Hupp Corp. ($47.0) 
Diversified appliances, aviation 
products and electronics mfr. 


Imperial Paper & Color Corp. 
(Canada) Ltd. (n.a.) 
(Sub. of Imperial Paper & Color 
Corp.) 


Industrial Enterprises, Inc. ($7.6) 
Electric traveling cranes mfr. 


Interstate Bakeries Corp. ($33.6) 
Bread ard cake-baking plants 
operator 

Jefferson Electric Co. ($9.6) 


Transformers and other electrical 
products mfr. 


Jefferson Lake Sulphur Co. ($15.6) 
Sulphur producer 


Kerr-McGee Oil Industries, Inc. 
($91.4) 
Integrated oil and gas producer 


Kirby Production Co. (n.a.) 
(Sub. of Kirby Vensyn Petro- 
leum Co.) 

Magic Chef-Food Giant Markets, 

Inc. ($17.4) 
Supermarket chain 


P. R. Mallory & Co., Inc. ($51.3) 
Electronic components and 
metallurgical products mfr. 


Rodman H. Martin Co., Inc. 
(over $.5)* 
Alloy metal fabricator 


195 


Avco Mfg. Corp. 
(Industrial engine mfg. facilities 
of Lycoming Div. of) (n.a.) 


E. I. Herzman, Ine. (n.a.) 


Carol Shanley, Inc. (n.a.) 
Herzman Scarfs, Inc. (n.a.) 


Herrmann Handkerchief Co. 
(over $.1)* 


Drive-Ur-Self, Inc. (n.a.) 


Automobile and truck rental 
concern 


Florida Motor Rentals, Inc. (n.a.) 
Truck leaser 


Westinghouse Electric Corp. 
(Universal Motor Div. of) (n.a.) 


Gabriel Co. 
(Certain assets of Ha Dees Div. 
of) (n.a.) 
Vehicle heaters and defrosters 
r. 


Sherwin-Williams Co. of Canada 
Ltd. 
(Controlled by Sherwin-Williams 
G 


oO. 
(Dry-color mfg. facilities of) 
(n.a. 

Philadelphia Chain Block & Mfg. 

Co. (over $.3)* 

Hoists, cranes and special ma- 
terial-handling equipment mfr. 


Campbell-Sell Baking Co. (n.a.) 
Wholesale bakery 


Electronic Products Corp. 
(over $.3)* 
Electronic devices mfr. 
J. P. Owens ($1.7)! 
(Remaining 50% interest in oil, 
gas and other mineral properties 
in Louisiana and Texas of) 


Gulf Refining Co. 
(Sub. of Gulf Oil Corp.) 
(1,100-mile gathering system of) 
(n.a.) 

Texas Co. ; 
(280-mile gathering system of) 
(n.a.) 

Toklan Oil Corp. ($6.0) 
Oil and gas producer 


Panorama Market Co. (n.a.) 
Supermarket chain 


Milli-Switch Corp. (over $.1)* 
Precision-switches and actuat- 
ing-devices mfr. 

Machined Metals Co. (n.a.) 


Heavy processing machinery 
mfr. 


* Estimated minimum capital from “Thomas’ Register of American Manufacturers, 
Y hi 


) 1 Purchase price, Moody’s Industrials, December 6, 1957 


JANUARY, 1958 


Acquirer 
Description and assets in millions 
zest SOR ea ee Meo oa es 


Masonite Corp. ($59.0) 
Hardboard mfr. 


Massachusetts Mohair Plush Co., 
Inc. (over $1.0)* 
Vibration and shock mountings 
for industrial and air-condition- 
ing equipment mfr. 
May Department Stores Co. 
($322.0) 
Department stores operator 


Merichem Co. (n.a.) 
(Sub. of Jefferson Lake Sulphur 


Co.) 
Cresylic acid mfr. 


Midland-Ross Corp. (n.a.) 
(Formed by merger of) 


Midwestern Instruments, Inc. 


Electronic components mfr. 


Monsanto Chemical Co. ($597.7) 
Chemical products mfr. 


Murray Corp. ($76.2) 
lumbing ware mfr. 


National Alfalfa Dehydrating & 
Milling Co. ($7.7) 
Dehydrated alfalfa meal mfr. 


National Automotive Fibres, Inc. 


($29.6) 
Automotive interior trim mfr. 


New England Newspapers, Inc. 
(n.a. 


Nicholson File Co. ($25.3) 
Files and rasps mfr. 


Norbute Corp. ($7.2) 
Laboratory equipment and fur- 
niture mfr, 


North American Cement Corp. 
($22.7) 
Cement mfr. 


Northrop Aircraft, Inc. ($74.0) 
Aircraft and related products 
mfr. 


Phillips Petroleum Co. ($1,372.8) 
Petroleum and petroleum prod- 
ucts producer 


Pinehurst, Ine. (n.a.) 
Hotel owner 


Acquired Unit 
Description and assets in millions 


Woodall Industries, Inc. 
(Business and hardboard-fabri- 


cating equipment of Mineola, 
N. Y., plant of) (n.a.) 


Federal Shock Mount Corp. 
(over $.1)* 
Vibration mountings for air- 
craft and missile equipment mfr. 


Daniels & Fisher Stores Co. 
(Major assets of) ($3.5)? 
Department store, Denver, Colo. 


Brin Chemical Co. (n.a.) 


The Midland Steel Products Co. 
($43.0) 
Automotive industry metal- 
components mfr. 


J.O. Ross Engineering Corp. ($14.6) 
Atmosphere control systems 
mfr, 


Data Storage Devices Co. (n.a.) 
Magnetic recording heads mir. 


Plax Corp. (n.a.) 
(Purchased 50% of the outstand- 
ing stock of from Owens-Illinois 
Glass Co. Other 50% retained by 
Emhart Mfg. Co.) 
Blown plastic-products mfr. 


Union Chemical & Materials Corp. 
(Mfg. properties in Syracuse, 
N. Y., of) (n.a.) 


Midland Industries, Inc. (n.a.) 
Alfalfa mills operator 


Electrophysical Engineering Co., 
Inc. (n.a.) : 
Induction heating extruders mfr. 


Times Publishing Co. 
(The Pawtucket Times of) (ap- 
prox. $3.0)8 


W. O. Barnes Co. (over $1.0)* 
Metal-cutting saws mfr. 


Kurman Electric Co., Inc. 
(over $.1)* 
Relays and vibrators mfr. 


Designers Metal Corp. 
(Majority of capital stock of) 
(n.a.) Expanded metals mfr. 


Holga Metal Production Co. 
(Manufacturing and engineering 
facilities of) ($.7)4 

X-L Refineries Ltd. 

(Sub. of Pacific Petroleums, 
Ltd.) (50% of common stock of) 
(n.a.) Petroleum refiner 


Marshall House (n.a.) 
Hotel in York Harbor, Me. 


2 Estimated purchase price, Moody’s Industrials, November 8, 1957 
3 Purchase price, N. Y. Herald Tribune, November 19, 1957 
4 Purchase price, Moody’s Industrials, November 15, 1957 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 
Description and assets in millions 


Pittston Co. ($150.1) 
Coal producer and petroleum 
products wholesaler 


H. K. Porter Co., Inc.(Pa.) ($77.9) 
Diversified industrial products 


Potomac Industries, Inc. (n.a.) 


Producers Cotton Oil Co. ($35.8) 
Cotton and cottonseed prod- 
ucts mfr. 


Reade Mfg. Co., Inc. (over $.3)* 
Chemicals, weed and _ brush 
killers, metal powders mfr. 


Red Star Yeast & Products Co. 
(over $1.0)? Yeast mfr. 


Corporation organized by Fred- 
erick W. Richmond (n.a.) 


Rich’s Inc. ($38.7) 
Department store operator 


Science & Mechanics Publishing 


0. (n.a.) 
(Sub. of Curtis Publishing Co.) 
Seidelhuber Steel Rolling Mills 


(n.a.) 
(Sub. of H & B American Ma- 
chine Co., Inc.) 


H. & A. Selmer, Inc. (over $1.0)* 
Flutes and clarinets mfr. 


Sheraton Corp. of America ($219.9) 
Hotel chain operator 


Signal Oil & Gas Co. ($118.2) 
Oil and gas producer 


Simmons-Boardman 
Corp. ($4.7) 
Periodicals and industrial books 
Stokely-Van Camp, Inc. ($84.1) 
Fruits and vegetables purchaser, 
processor, packer and seller 


Publishing 


Suburban Gas Service, Inc. ($6.5) 
Liquefied petroleum gas dis- 
tributor 


Sunshine Biscuits, Inc. ($67.4) 
Snack foods, biscuits, cereals 


* Estimated minimum capital from “Thomas’ Register of American Manufacturers, 1957” 

t Phaser ead a 1957 

minimum capital from ““Thomas’ Wholesale Grocery and Kindred Trades Register, 1954” 
The Wall Street Journal, November 27, 1957 er 


1 Purchase price, Standar 
2 Estimate i 
3 1956 sales volume, 


Acquired Unit 
Description and assets in millions 


Banner Fuel Corp. (n.a.) 
(Sub. of Virginia Iron, Coal & 
Coke Co.) 


Bond Bros., Inc. ($5.0)! 
Railroad ties and timber mfr. 


Ford Motor Co. ; 
(70,000 acres of timber in South- 
eastern Kentucky of) (n.a.) 


Westside Ginning Co. (n.a.) 


Metal & Thermit Corp. 
(Thermit welding business of) 
(n.a.) 


Food Industries Co. (n.a.) 


Fox De Luxe Foods, Inc. 
(over $1.0)? 
Food and dairy products sup- 
plier 
M. Rich & Bros. Co. (n.a.) 


“Whites Radio Log”’ (n.a.) 
Directory 


Big Boy Mfg. Co. (n.a.) 
es barbecue equipment 
mfr. 


Harry Pedler & Sons, Inc. 
(over $.1)* 
Trumpets, cornets and trom- 
bones mfr. 


Webb & Knapp, Inc. 
(Ambassador Hotel, N.Y. of) 
(n.a.) 
600-room hotel 

Scudder Food Products, Inc. 

($9.2)3 
Potato chips, peanut butter, 
other food products mfr. 

Blue Bird Potato Chips, Inc. 

($6.1)3 
Potato chips mfr. 
“Railway Purchases & Stores” 


n.d. 
Railway trade magazine 

Capital City Products Co. ($8.8) 
(Increased direct holdings to 
50.5% of common stock by pur- 
chasing 17,450 shares of) 
Salad dressings, oleomargarine 
and related products mfr. 


Five companies in Pomona and 
Bloomington, California, Grand 
Junction and Grand Valley, 
Colorado, and Moab, Utah 


(n.a.) 
W. P. Ihrie & Sons (over $.1)? 
Potato chip mfr. 
Mrs. Klein’s Potato Chip Co. 
(over $.1)? 
Popcorn, potato chips, pretzels 
mfr. 


Acquirer 
Description and assets in millions 


Sun Chemical Corp. ($23.0) 
Paint and printing industries 
supplies mfr. 


Taylor Instrument Companies 
($16.6) Thermometers, barome- 
ters and other instruments mfr. 


. . 


Texsteam Corp. (n.a.) 

(Sub. of Vapor Heating Corp.) 
Oil industry generators, safety 
relief valves, liquid injector 
pumps mfr. 

Thalhimer Brothers, Inc. ($21.0) 
Retail department stores oper- 
ator 

Tobin Packing Co., Inc. ($16.0) 
Meats and food products proc- 
essor, packer and wholesaler 

Townsend Co. ($13.2) 

Special and standard fasteners 

Treadway Inn (n.a.) 

Hotel chain 

Union Tank Car Co. ($160.5) 

Railway tank car lessor 


U.S. Plywood Corp. ($142.3) 
Plywood and plywood products 
mfr, 

Utility Appliance Corp. ($7.5) 
Air-conditioning equipment, 
fans, heaters, etc., mfr, 


Webb & Knapp, Inc. ($246.5) 
Real estate company 


Westminster Paper Co., Ltd. 
($7.4)4 (Affiliate of Scott Paper 
Co.) Wrappings, tissue toilet 
paper, other paper products mfr. 

West Virginia Pulp & Paper Co. 
($181.6) Book and kraft papers 

R. C. Williams & Co. 

(Controlled by Shaffer Stores 
Co.) ($4.6) Food products im- 
porter, exporter and mfr. 


Wyatt Food Stores, Inc. ($7.6) 
Food-store chain 


Young Spring & Wire Corp. ($27.8) 
Springs, truck bodies, communi- 
cations and construction equip- 
ment mfr. 

Younkers Brothers, Inc. ($26.0) 
Department store operator 


4 Canadian dollars 
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Acquired Unit 
Description and assets in miliions 


Ansbacher-Siegle Corp. 
(over $1.0)* — 
Organic color pigments mfr. 


Mac-Lee Industries, Inc. 
(over $.1)* 
Trailers mfr. 


Emmett Machine & Mfg., Inc. 
(n.a.) (Sub. of Mac-Lee In- 
dustries, Inc.) 

Molding equipment valves and 
timers mfr. 


Graham-Lemunyon Corp. (n.a.) 
Oil industry plug valves mfr. 


Ellis Stone & Co., Inc. 
(Greensboro, N. C. department 
store of) (7.a.) 

A. Szelagowski & Son, Inc. (n.a.) 
Sausage maker 


Sheffco Mfg. Corp. (over $.3)* 
Precision stampings mfr. 


Hotel Canandaigua (n.a.) 
(Canandaigua, N.Y.) 

Sinclair Oil Corp. 
ee 4,000 tank car fleet of) 
n.a. 


Plywood, Inc. 
(Sub. of Atlas Plywood Corp.) 
(Sales warehouse of) (n.a.) 


Mission Appliance Corp. ($5.2) 
(Increased holdings to 63.79% of, 
outstanding stock by obtaining 
51,414 shares of) 

Gas and electric water heaters, 
heating equipment mfr. 

Sheraton Corp. of America 
(Sheraton-Astor Hotel, 

- of) (m.a.) 1,000-room hotel 

Howard Smith Paper Mills Ltd. 
(Crabtree Mills Div. of) (n.a.) 


Ney; 


Virginia Folding Box Co. (n.a.) 
Cigarette packaging mfr. 
Empire Foods, Inc. 
(Retail and institutional 
branches of) (n.a.) 


Old Judge Foods Corp. ($3.6) 
Food products mfr. 

Furr Food Stores, Inc. 
(5 stores in Fort Worth and 
Wichita Falls, Texas of) (n.a.) 
Food stores chain 

Canadian Automotive Trim, Ltd. 
(n.a.) (Sub. of National Auto- 
motive Fibres, Inc.) 
Automotive trim products mfr. 

May Department Stores Co. 
(T. S. Martin Co. department 
store of) (n.a.) 
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} A 

agriculture 

“Downtrend in Farm Equipment,” Jan 7 

“Figuring Farming,” Nov 496 

“The Soil Bank—One Year After,” July 321 

antitrust Cases 

“Antitrust Fulcrum: The Subpoena Decisions,” 
Aug 376 

“Antitrust Polarity: The Two du Pont De- 
cisions,” July 325 

utomobile Industry 

See Motor Vehicle Industry 


\ 


ackman, Jules 
“Administered Prices, and Inflation,” Oct 479 
Sanking 
Loans, Investments and Reserves 
See Business Indicators, Selected 
MSibliographies 
Pension plans, Mar 129 
udget Federal 
“A Deflationary or Inflationary Budget?” 
| Feb 62 
Susiness Bookshelf 
Jan 42, 56; Feb 69, 89, 96; Mar 134; Apr 180, 
185; May 231, 237; June 253, 257, 276; July 
$31; Aug 365, 369, 379; Sept 414, 417; Oct 
453, 467, 477; Nov 498, 524, 532; Dec 553, 
565, 586 
Business Conditions 
“Department Store Sales: Bubble or Boom?” 
Sept 415 
P Perspe Business Trends in Canada,” Oct 450 


‘Perspective on Consumer Durables,” July 
322 
“Rate of Collections Slowed,” June 278 
“The Revised First Half,” Sept 431 
See also Business Highlights; Business Experi- 
ence (Opinion) (Practice) Survey of 
Business Cycle 
“On Determination of the 1957 Outlook,” by 
Alexander Sachs, Apr 18€ 
“Stretchout in the Textile Cycle,” Nov 500 
See also Business Highlights 
Business Experience (Opinion) (Practice)— 
Monthly Surveys of, Jan 14, 43; Apr 163, 192; 
May 239; June 278; July 317, 337; Aug 366; 
Sept 434; Oct 461; Nov 505; Dec 554, 560, 
568. (For titles, see Executive Experience, 
Opinion and Practice) 
Business Forecasts 
Feb 74; Mar 109; Apr 162; June 263; July 309, 
319; Aug 357, 360, 374; Sept 430, 433, 442; 
Oct 457; Nov 519, 532; Dec 552 
Business Highlights—A Monthly Review 
Jan 2; Feb 80; Mar 98; Apr 146; May 227; 
June 250; July 205; Aug 353; Sept 418; Oct 
445; Nov 493; Dec 547 
Business Indicators 
Canada, Feb 90; May 247; Aug 397; Nov 498 
(note on how to get) 
Diffusion Index, Jan 4; Mar 100; May 231; 
Aug 356; Oct 451; Dec 551 
“On the Value of Cyclical Indicators,” June 
264 
Selected, Jan 57; Feb 92; Mar 143; Apr 155; 
May 282; June 303; July 315; Aug 399; Sept 
443; Oct 491; Nov 525; Dec 587 
Business Outlook 
Executive Opinion, Jan 14, 43; July 317, 337; 
Dec 554, 568 


JANUARY, 1958 


“On Determination of the 1957 Outlook,” by 
Alexander Sachs, Apr 186 


Business Practices, Surveys of 
See Executive Experience, Opinion and Practice 


C 
Canada 
“Business, Prices and Money in Canada,” 
Aug 386 


“Canada’s Premium Dollar,” Oct 468 

“Canadian Investment Slowdown,” Apr 168 

Economic Indicators (table), Jan 22, Apr 171, 
Aug 386, Oct 451 

“Mixed Business Trends in Canada,” Oct 450 

Re of the Canadian Economy,” Jan 

0 

“Primary Textile Industry in Canada,” Apr 
158 

Selected Business Indicators, Feb 90; May 
247; Aug 397 

“Statistical Milestone for Canada” (Inter- 
industry Flow of Goods and Services), Jan 


29 
“The American Boom in Canada,” by T. W. 
Kent, Mar 135 
Capacity 
“Output in Relation to Capacity,” Aug 370 
Capital Appropriations 
“Capital Appropriations: A Further Decline,” 
Dec 533 
“Capital Appropriations Big But Not Boom- 
ing,” Mar 118 
“Capital Appropriations: Caution Signals 
Ahead,” Sept 401 
“Capital Appropriations Stabilize,’ June 290 


Capital Expenditures 
Canada, Apr 168; Aug 387 
See Business Highlights; Business Indicators, 
Selected 
Christmas 
“Misgivings on Christmas Giving,” Dec 560 
Concentration, Economic 
“Antitrust Fulcrum: The Subpoena Decisions,” 
Aug 376 
“Antitrust Polarity: The Two du Pont De- 
cisions,” July 325 
“Capsule on Concentration,” Jan 39 
“Concentration in American Industry,” Aug 
383 
“Concentration Ratios: Mechanics and Mean- 
ing,” Nov 510 
Construction 
“Government’s Eye-view of New Construc- 
tion in 1958,” (table) Dec 550 
“New Look at Construction Statistics,” Aug 


861 
“What Do They Say About Construction?” 
Jan 16 
Consumer Price Index, BLS 
Scope and Measurement, June 270 
Consumer Price Index, NICB 
Annual Averages Individual Cities 1956 
(table), Feb 89 
Monthly reports: Jan 6; Feb 85; Mar 117; 
Apr 157; May 238; June 277; July 320; Aug 
385; Sept 423; Oct 490; Nov 499; Dec 557 
Consumer Prices 
“Consumer Prices: The Year 1956 in Review,” 
Feb 86 
“New Price Picture in Housefurnishings?” 
Sept 428 
“Earnings vs. Consumer Price Changes,” Jan 11 
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Consumption 
afer on Food Consumption Patterns,” May 
See also Business Highlights 
Corporate Profits 
“Trend of Profits,” Sept 418. See also other 
Business Highlights articles 
See Business Indicators, Selected 
Costs. 
“Rising Costs Curb 1957 Profit Margins,” 
Apr 163 
“Rising Costs Push Prices Up,” (Business 
Practice Survey) Aug 366 
“Tracking the Rise in Nonlabor Costs,” Aug 
875 
Credit 
“Rate of Collections Slowed,’ (A Business 
Practice Survey), June 278 


Cyclical Diffusion 
“A Revised Diffusion Index,’ May 230 
See also Diffusion Analysis 


D 
Debt 
“Debt Pace of State Governments,” July 332 


Defense 
“Economics and Defense,” by John Jewkes, 
May 202 


‘Department Store Sales: Bubble or Boom?” 
Sept 415 
Diffusion Analysis 
“A Revised Diffusion Index,” May 230 
Index, Jan 4; Mar 100; May 231; Aug 356; 
Oct 448; Dec 551 
See also Business Indicators, Selected 


E 
Earnings 
See Business Indicators, Selected 
“Earnings vs. Consumer Price Changes,” Jan 11 


“Economics and Defense,” by John Jewkes, May 
202 

Economic Notes 
‘A Flexible Pension Scheme,” Apr 180 
“Aid to Education Program Manual,” Jan 42 
“Concentration in American Industry,” Aug 

383 

“Got a Megabuck?” Apr 149 
“Later Data on Pension Funds,” Sept 422 
“The Energy Cost of Living,” June 257 
“The Talk of the Home,” Aug 382 


Economic Statistics 
Revision of Government, Sept 431 


“Electric Utilities Continue To Grow,” June 254 


Employment 
“The Trend in Employment,” July 310 
See also Business Indicators, Selected 


Europe 
“The Current World Scene,” Feb 70 
“The European Common Market,” May 206 


Executive Experience, Opinion and Practice 
“An Air of Hesitation,” Dec 554, 568 
“Continued Improvement in Business in 
1957,” Jan 14 

“Executives Report Rate of Collections 
Slowed,” June 278 

“Executives Report Rising Costs Curb 1957 
Profit Margins,” Apr 163 

“Misgivings on Christmas Giving,” Dec 560 

“Pricing Policies and Practices,” Sept 434 

“Productivity Gains, Despite Obstacles,” 
Oct 461 


“Rising Costs Push Prices Up,” Aug 366 

“Second-half Prospects Good,” July 317 

“The Changing Labor Force,” Nov 505 

“Trend Toward Mechanizing Office Work,” 
May 239 

“What Industries See Ahead for Business,” 
Dec 568 

Exports 

“ ‘What’ and ‘Where’ of the Export Boom,” 
Aug 363 

See Business Indicators, Selected 


F 
“Facts on Food Consumption Patterns,” May 234 
“Farm Equipment, Downtrend in,” Jan 7 
“Foreign Aid, Future of,” Sept 416 


Foreign Exchange 
“Canada’s Premium Dollar,” Oct 468 
“The Current World Scene,” Feb 70 


Foy, Fred C. 
“Creative Pricing—Policy or Accident?” Nov 
520 
G 
Germany 


Pension Formula, Apr 180 


Government Finance 
“A Deflationary or Inflationary Budget?”’ Feb 
62 


“Changes in Local Government Revenues,” 
Apr 181 
“Debt Pace of State Governments,” July 332 
“Future of Foreign Aid,” Sept 416 
See also Business Indicators, Selected 
Great Britain 
“Economics and Defense,’ by John Jewkes, 
May 202 
Gross National Product 
See Business Highlights; Business Indicators, 
Selected 


H 


‘“‘Housefurnishings? New Price Picture in,” Sept 
428 


I 
Income 
“Later Data on ‘Supernumerary’ Income,” 
July 313 


See also Business Highlights; Business Indica- 
tors, Selected 
Industrial Production 
See Business Highlights; Canadian Quarterly 
Reviews; Business Indicators, Selected 
Inflation 
“A Break in the Price Spiral?” Dec 558 
“Administered Prices and Inflation,’ Oct 478 
“Inflation and Price Expectations,” Aug 353 
See also other Business Highlights articles 


International Comparisons 
Statistical Problems, Mar 134 
“‘What Wages Buy Here and Abroad,” Mar 
131 


Inventories 
“Composition of Business Inventories,” Oct 
458 
See also Business Highlights articles; Business 
Indicators, Selected 


J 
Jacobsson, Per 
Biographical Note, Feb 71 
“The Current World Scene,” Feb 70 


Jewkes, John 
“Economics and Defense,” May 202 
K 
Kent, T. W. 


“The American Boom in Canada,” Mar 136 
Kilowatts per Man-Hour, June 255 


L 
“Labor Force, The Changing,” Nov 505 


Largest Corporations 
“The 200 Largest Manufacturers in 1955,” 
Mar 105 
“The 200 Largest Trade Firms in 1955,’’ Apr 
151 


Lempert, Leonard H. 
“On the Value of Cyclical Indicators,” June 
264 


M 
Means, Gardiner C. 
Letter to Senator Kefauver, Oct 478 
Reply to Evaluation by Jules Backman, Oct 
488 


Mechanization 
“Trend Toward Mechanizing Office Work” 
(A Business Practice Survey), May 239 


Mergers 
Clayton Act Provisions, May 215 
“Compilations of Mergers and Acquisitions,” 
Nov 527; Dec 584 
“Economic Patterns in Merger Cases,’’ May 


214 
“Statistics on Merger Cases,’’ May 219 
See also Concentration, Economic 


Money Supply 
See Business Indicators, Selected 


Motor Vehicle Industry 
“Autos and the Trend,” May 227 
Inventories, Jan 4 
“1957 Auto Market—Normal or Subnormal?” 
Aug 358 
See also other Business Highlights articles 


N 
National Accounts 
Revised Data, Sept 431 
“Year-end Look at the National Accounts,” 
Feb 83 


““New Orders on Sales, Influence of,” Sept 424 


“New Price Picture in Housefurnishings?” Sept 
428 


O 
Office Management 
“Trend Toward Mechanizing Office Work” 
(A Business Practice Survey), May 239 


P 
Pensions 
German Formula, Apr 180 
“Later Data on Pension Funds,” Sept 422 
“Pension Growth Documented,” Mar 129 
“Pensions for the Self-Employed,’”’ Aug 380 


Plant and Equipment Expenditures 
(chart), Apr 146 
See Capital Appropriations 
Prices 
“A Break in the Price Spiral?” Dec 558 
“Administered Prices and Inflation,” Oct 478 
“A Pricing-Policy Audit,” Sept 442 
“Business, Prices and Money in Canada,” 
Aug 386 
ure Pricing—Policy or Accident?” Nov 
“Do Retail Prices Follow Wholesale Prices?” 
June 269 
“Inflation and Price Expectations,” Aug 353 
“Prices—and Price Expectations,” Feb 80 
“Pricing Policies and Practices,” Sept 434 
“Rising Costs Push Prices Up,” Aug 366 
“Stock Prices and Postwar Business,” Feb 77 
See also Business Indicators, Consumer Prices 


40 


Production ; 
“Output in Relation to Capacity,” Aug 370 
Productivity 
Kilowatts per Man-Hour, June 255 
Measurement, Mar 112 ¢| 
“Productivity Gains, Despite Obstacles,” (a! 
Business Practice Survey), Oct 461 : 
“Productivity in the Short Term,” Mar 110 
Profits 
“Profit Margins and Steps To Better Them ini 
57” (A Business Practice Survey), Apr 192? 
“Rising Costs Curb 1957 Profit Margins’’’ 
(A Business Practice Survey), Apr 163 
“Trend of Profits,” Sept 418 
“Public Retirement Benefits for More Older: 
Persons,” Oct 489 


R 
“Railroads Last Year, The,” Feb 94 
Retail Trade . 
See Business Indicators, Selected 
Retirement 
“More Time in Retirement,” Aug 384 
“Public Retirement Benefits for More Older 
Persons,” Oct 489 


S 
Sachs, Alexander 
“On Determination of the 1957 Outlook,” 
Apr 186 | 
Sales | 
“Department Store Sales: Bubble or Boom?” 
Sept 415 
Industry’s Terms of Sale, June 285 
“Influence of New Orders on Sales,” Sept 424 
“More on Relating Durables Orders to Sales,” 
Oct 454 
See Business Indicators, Selected 
Savings 
Revised data, Sept 431 é 
“Structure of Personal Saving,” Mar 102 
Social Security 
“Public Retirement Benefits for More Older 
Persons,” Oct 489 
“Unemployment Insurance Benefits Today,” 
Dec 566 
See also Pensions 
“State Taxes on Business, Rise in,” Jan 34 
“Stock Prices and Postwar Business,” Feb 77 
“Steel Output Rates Have Turned Easier,” 
June 258 


4h 
Taxation 
“Changes in Local Goverament Revenues,” 
Apr 181 
“Rise in State Taxes on Business,” Jan 34 
Textile Industry 
py) Textile Industry in Canada,” Apr 
1 


“Stretchout in the Textile Cycle,” Nov 500 
Trade 
ieee 200 Largest Trade Firms in 1955,” Apr 


U 
Unemployment 


“Unemployment Insurance Benefits Today,” 
Dec 566 


See Business Indicators, Selected 
Ww 
Wages 
wee Wages Buy Here and Abroad,” Mar 
““What’s New in Welfare?” Feb 66 € 


BUSINESS RECORD 


In the December Management Record 


Union Membership and Revenue—1957 vs. 1955—This article discusses the cur- 
rent finances of 191 unions that cover about 98% of the country's total union membership. 
In addition, 1957 figures are compared with those compiled just before the merger of 
the AFL and CIO in 1955 in order to learn what changes may have occurred in member- 
ship as well as in revenues from dues and per capita taxes. 


Restricting Inventions after Employment Ends—In order to protect a company's in- 
vestment in its inventor employees, the employment agreement turning all patentable 
ideas over to the company often extends for a “reasonable” period of time beyond the 
termination of employment. But what is a reasonable period of time for an employer to 
“hold” its former employee? In order to shed some light on this complicated subject, this 
article cites many of the court decisions covering postemployment patent agreements. 


Alcoholism and Management Attitudes—How does the prevalence of excessive 
drinking in this country affect business and industry? A recent Conference Board survey of 
106 company presidents indicates that alcoholism may be a more serious problem in the 
average firm than most company executives think. 


Clerical Salary Structures—in a period of constantly rising salary levels, the need to 
maintain an equitable balance between salaries paid for various jobs has not diminished. 
One of the helpful tools in setting up an equitable salary structure is information on going 
rates. This article surveys the rates for eight bench-mark jobs in eighteen cities, with both 
the median salary and the middle 50% salary range charted for each city. 


ECONOMIC ALMANAC —1958 


14th edition of Board's over-all compendium of eco- 
nomic facts and figures 


Hard cover edition... 673 pages... 724 statistical 
tables . . . latest available data ... old series revised, 
extended in time, or enlarged in scope . . . new series 
added on wages: consumer income and spending : produc- 
tivity : concentration in manufacturing : etc. 


January mailing of copies to persons designated to receive 
Board's standard service .. . extra copies can be purchased 
by Associates at four dollars the copy: discounts for orders 
in quantity 


14th edition of Board's over-all compendium of eco- 
nomic facts and figures 
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